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.PREFACE 
It is the purpose of this thesis to present the 
cause and effects of the expansion of drug product merchan-
dising and to suggest ·possible courses of action through 
which the average drug store c an combat or adapt modern 
merchandising m.~thods to its best advantage. It is not 
expected that this thesis will in itself solve any impor~ 
tant problems, but it can lead to a bet-ter understanding 
by the retail druggist of the modern problems whlch are 
confronting him and suggest to him possible methods by 
which he can improve his competitive position. 
I wish to express my sincere thanks to members 
of the Faculty of the Massachusetts College of Pharmacy 
whose assistance made the completion of this thesis 
possible . 
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CHAPTER I 
INTRODUCTION 
12 
The modern drug store is confronted with many unique 
merchandising problems that have arisen as a result of the 
economic growth of the nation: mass-produced drug products, 
greater automobile availability and use, increased consumer 
knowledge of brands and merchandise, a greater amount and 
variety of competition, and the growing acceptancy by the 
consumer of self-selection. Many of these problems can be 
directly attributed to the rapid development of one-stop 
shopping centers, the most recent being the supermarket. 
Because it seems that the supermarket is the greatest threat 
to the survival of the corner drug store as the professional 
institution which it has long been , ~he subject of this paper 
is to be an analysis of the important merchandising principles 
of both the supermarket and the drug store. And because the 
drug sto:re is at a merchandising disadvantage because of its 
size limitations, suggestions of what it can do to improve 
its position will be offered. 
The analysis is conducted in the following manner: 
Chapter Two includes a brief historical account of the drug 
store. Since the retail druggist is different from other 
retailers by reason of his legal requirements for becoming 
a registered pharmacist, his education, his numerous statutory 
restrictions, his great personal risks resulting from the 
13 
possibility of error in dispensing medicines, his profession• 
al tradition, and the services which he renders to his 
community, a complete understanding of the development of 
the drug store is essential in order thoroughly to grasp 
its position in today's society. 
Chapter Two also deals with certain aspects of 
drug store merchandising. It covers the various classes of 
merchandise, the methods used in selling them, the motives 
and buying habits influencing their purchase, the expense 
ratios i n curred in selling, and the sales figures and their 
trends i n order to present a thorough and complete perspec~ 
tive. In addition it discusses the definite functions and 
services of a drug store which cannot be duplicated by a 
supermarlret. 
Chapter Three discusses the supermarket. It deals 
with the same spheres of merchandising that were listed in 
the previous paragraph. It also covers the many definite 
marketing advantages of the supermarket as well as the s peci-
fic consumer services which it offers that the drug store 
cannot offer. In addition it shows the supermarket's limita..,. 
tions and the reasons why not everyone buys in supermarkets. 
It also shows the economic forces which influence purchasing 
at supermarkets • 
Chapter Four states the problems confronting the 
drug store, the economic changes which broaden or lessen the 
15 
CHAPrER II 
THE DRUG STORE 
A Definition 
I 
The drug store can be defined in many ways ac• 
cording to the source of the definition and the purpose 
for which it is intended. We shall derive our definition 
from the most logical source, the State statute: 
Drug business shall mean the sale, or 
the keeping or exposing for sale of drugs, 
medicines, chemicals, or poisons, also the 
sale or keeping or exposing for sale of 
opium, morphine, heroin, codeine or other 
narcotics, or any salt or compound thereof, 
or any preparation containing the same, or 
cocaine, alpha or beta eucaine, or any 
synthetic substitute thereof, or any salt ob 
compound thereof, or any preparation contain• 
ing the same, and the said term shall also mean 
the compounding and dispensing of pnysicians' 
prescriptions.* · 
Hence, the drug store shall be defined as any 
retail outlet which legally conducts any of tm operations 
mentioned above. 
* 10 Chapter 112, Section 37 
B Development and Growth 
The apothecary shop first appeared in America 
in the Massachusetts Bay Colony in 1646;* and by 1721 
16 
fourteen such shops existed throughout the Boston area.~H~-
The shops, under English influence, carried som simples 
and medi.cations imported from England; but the majority of 
their medicines were prepared freshly from cultivated or 
imported herbs .-l~ Each medication was compounded secundum 
artem and was QUStom~made for a particular apparent need. 
As was typical of the times, these shops also sold witches' 
charms 1 amulets 1 and potions as well as legitimate medicim s 1 -* 
but beca.use there was no legislation controlling drug hand• 
ling or sales, physicians, grocers, surgeon-barbers, drug 
and paint wholesalers, chemists, confectioners, and apothe-
caries all prepared, prescribed, and dispensed medicines 
in addition to conducting their regular. business .-?t·-l-.~* So 
we see that originally the apothecary shop made its appear-
ance as a replica of its English forerunner , and even 
though it sold superstitious talismans, it was, in fact,a 
professional establishment; but because·of the n on-existence 
of drug legislation, the actual practice of pharmacy was 
conducted by practically anyone who so desired. 
23 pp .52,53 
1 p.207 . 
Ibid. pp. 56 , 57 
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As populabions grew and wealth increased, limited line 
stores broke away from general store.s and by rapid steps 
·the apothecary was soon selling all community needs for which 
the.re was no other normal retail distributor in addition to 
his regQlar lines. · The retail pharmacy became an integral 
part of t he social structure of every large community. 
Pa:t"allel:tng the general store it was a merchandising source 
by day and also by night, when it became a meeting place and 
a semi-social institution. 
The progress .of the apothecary shop was further 
adv~~ced in the latter part of t he eighteenth century by 
nev1 innoYations • Plate-glass windows were installed; car-
bonated beverages were introduced; and later, the soda foun-
tain was invented. Thus, the forerunner of the modern drug 
store was born. 
Simultaneously other developments were occurring 
which were to give pharmacy a permanent place in the growth 
of our nation. Legislation controlling the practice of 
pharmacy was being passed; the first United States Pharma• 
copoei~ was published in 1820;* and the educational level of 
the pharmacist was elevated by the establishment of the first 
College of Pharmacy, in Philadelphia in 1821•** The American 
Pharmaceutical Association, which was to unite all those in-
terested in pharmacy at a professional level, was formed in 
* 1 p.485 
** 3 p.16 ~~ r·•1 
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During the latter half of the seventeenth century 
there was no distinction between the practices of pharmacy 
and of medicine,* and pharmacy was taught in all medical 
schools.~~ In 1774 the first recorded colonial prescrip-
tiqn was written by a physician and was f .illed by a pharma-
cist; but this action did not establish any pre~edent, for 
many apothecary shops were operated by physician-druggists . 
It was the American Revolution that was to hasten the 
separation of pharmacy from medicine. Under General George 
Washington, because of the need for specialization which the 
Revolunt:i.onary War made urgent, the duties of Army surgeons 
and Army apothecaries were specifically and distinctly 
described; and for eight years Army pharmaceutical proce-
dures were successfully conducted entirely apart from those 
of medic~.ne.-l.'-** As a result of this progress toward the 
independence of pharmacy, a recognized apothecary appeared 
with the social pattern and from this it is believed that 
the drug industry developed. 
The first medical patent was obtained in l796,*iH:-.;.r. 
and soon after, in Philadelphia large scale pharmaceutical 
manufacturing began.*7~~--~·?t- During the late eighteenth cent~y 
the country was. expanding, transportation was being improved, 
and better communications were being effected. 
* 
*~~** 
1 pp.56,57 
2 p.200 
Ibid. p.206 
Ibid. p.228 
24 p.643 
19 
18511 * and by 1864 seven colleges of pharmacy were in e~is~ 
tence .~~o* In 1883 the National Association of Retail 
Druggists was founded to unite further all retail pharma• 
cists. Thus, at the start of the twentieth century pharmacy 
had become a distinct entity with educational and legal 
standards , and the corner drug store was fast becoming an 
accepted professional institution . But many problems of 
the drug store were just beginning. 
The pharmaceutical-drug manufacturing industry 
had expanded tremendously. The standardization of drug 
preparations and specialties had reached such a peak that 
the pharmacist was being deprived of opportunities to exer-
cise many of his professional talents. Manufacturers offered 
many varieties of preparations to the public through the 
druggist and advertised widely to the public; brand selec-
tion became the basis of much of the competition. The 
compounding pharmacist had given away to the mass producer; 
prefabricated prescriptions had eliminated not only some dr 
the professional ability of the druggist, but also its 
accompanying higher markup, for marketing was replacing 
manufacturing at the retail level. 
As a result of the loss of this higher markup, rapid 
turnover became more important than it had been, and price 
* 1 p.496 
~~- 4 p.72 
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cutting became common.-i~ During the early part of the 
twentieth century, price-cutting and "loss leading" were 
commonly used to increase cons umer traffic and to entice 
custome1•s away from competitive druggists. 
Agreements and effor.ts to legally control prices 
were attempted, such as state Fair Trade Acts , but were gen-
erally invalidated by the Sherman Anti-Trust Act ~ The Na-
tional Hecovery Act allowed some semblance of resale price 
maintenance , but in 1935 its law was declared unconsti-
tutional.~H!- The Miller-Tydings Amendment , 1Nhich was to 
overcome the Sherman Anti-Trust Act , was passed in 1937-~f-
but the United States Supreme Court held that it could not 
be applied to non-signers of price maintenance contracts. 
This denision gave rise to the passage of the Maguire Act, 
and imp1•oved Fair Trade Act, the constitutionality of which 
has only recently been affirmed.~!--h'-* This period Which has 
just ended was characterized by many legal perplexities con-
earning resale prices. Moreover, during this competitive 
confusion other elements of change were injected. 
At the turn of the century, chain drug stores came 
into being with Louis K. Liggettts organizing of thirty" 
five Boston druggists to form the United Drug Company, which 
manufactured its own products and sold them exclusively 
to its members • .;~o Because of legal difficulties, Liggett 
* 1 pp.223,224 
iHI- 5 pp.144~146 
?HI-* 26 p.lO 
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later set up his own chain of stores which were to be 
supplied with Rexall Products, an outgrowth of the United 
Drug Company; and by 1930 the Liggett-Rexall chain compriaed 
six h~~dred and seventy-two stores, which reached from coast 
to coast . * Smaller chains similarly grew. Through their 
universal policy of optimum location, aggressive selling, 
prominent advertising, and rapid turnover, the chain drug 
stores were to set the pace for future drug store marchand-
ising methods . 
So we see that the development of the drug store 
has closely paralleled tre grcmth of our nation. At the 
start it was a facsimile of its predecessor in England , 
brought over to this country by the early settlers. It 
served no restricted community needs , since because of the 
lack of ~gal restrictions its funct ions were also per-
formed by many other types of distributors . 
We also see that during this early period there 
was no distinction between the practices of pharmacy and of 
medicine ; but it was inevitable that the two should become 
separated since each was becoming more and more specialized 
and c ompJe x. 
As our central government grew stronger and the 
country expanded, as the position of the drug store became 
established, it was realized that the health of the public 
22 
should be protected; so state, tben federal legislation was 
passed to control and restrict pharmaceutical practices to 
those trained and qualified in handling pharmaceutical 
complexities; and educational and legal standards were imposed. 
But because there was no adequate legislation controlling 
resale prices, much confusion soon developed among the rela-
tionships of manufacturers,- wholesalers, and retailers; 
and many legal disputes ensued. After many attempts at 
legislation to curb price-cutting, which was detrimental to 
the natural prestige of drug stores, the Maguire Act was 
finally passed and uph_elde'* The drug store has, temporarily 
at least, legal protection in Fair Trade prices. 
Today the drug store, a small one-stop shopping 
center, :is faced with a new threat to its existence; the 
supermaket • 
The supermarket, with its great consumer traffic 
and low expense ratios, has cut deeply into the drug product 
s a les volume of the drug store by carrying non-prescription 
drug proprietaries and related items .*~ With the increase 
# 
** 
It is common knowledge that in addition to the sunermar-
~ts, other retail outlets such as department stores, 
variety chains, mail-order houses, and numerous indivi-
dual non-pharmacy retailers have also infringed upon 
drug product sales volume of the drug store. The super• 
market, because it appears to have had the greatest effect, 
has been chosen as representative of the entire group. 
26 p.lO 
Z7 pp.64-56 
23 
I 
in the number of supermarkets it is apparent that they 
will cut even more deeply. Moreover, with the growing 
convenience of transportational facilities, both vehicle 
and highway, an increasing number of women drivers, a 
greater number of women who work and thus have less time 
for shopping, and a growing desire for the convenience of 
large, one-stop shopping areas, the drug store is faced 
with new merchandising problems. 
24 
C Major Characteristics 
1 Professionalism and tradition 
Pharmacy was originally an integral part of the 
"practice of medicine"; but an increasing number of drugs 
and the growing complexity of compounding, together with 
the development of the basic sciences of medicine, gave 
rise to 1ihe need for specialists in each field. Thus phar-
macy became recognized as an art and a profession separate 
from medi cine • 
Down through the years pharmacy, side by side with 
medicine, has served as protector against and healer of the 
diseases and ills of man. 
Retail pharmacy is today the largest, most common-
ly known part of the profession. But it is not the only 
part• Its service to society is supported, expanded, and 
even made possible by organized pharmaceutical education, 
research, industry, and journalism•* 
Originally the pharmacist was trained through 
apprenticeship. But as the need for standardization devel-
oped and the professional pharmaceutical services became 
more exacting, formal education was introduced; and in time 
this education had become mandatory for all who would be 
registered pharmacists. As more and more drug products 
* 6 p.2 
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became available and regulations became increasingly restric-
tive, a greater knowledge by the pharmacist was essential 
to the proper practice of his ~ofession. The curricula 
of colleges of pharmacy became more diversified and even~ 
tually increased from a one year to a four year period.# 
The pharmacist of today is not only well educated 
in all the sciences and skills that are needed for the 
practice of his art, but he is also indoctrinated with 
professional ethics, and with a desire to be of service to 
his community. He subscribes to this code of ethics as a 
guide to both his professional and his profit-making and 
community-serving decisions. He is a guardian of the pub-
lic health , consulted and referred to by doctor, dentist, 
and ve ter inarian; he is a counselor in drugs and a custodian 
of medical supplies for public emergency.* 
2 L3galities 
Because the druggist handles and sells many dif-
ferent classes of medications and devices, some of which are 
har·mful, poisonous, habit-forming, or destructive, because 
judgements vary, because some uniformity of practices must 
be maintained, and because such practices ~st be limited to 
those who are qualified, federal and state legislative 
# At present some states require a five year program 
and California, a six. 
* 7 p.56 
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bodies have passed numerous laws to safeguard the health and 
safety of the public. These laws s ometimes conflict with 
one another; and because they are formulated mostly by 
law-makei•s unfamiliar with pharmacy 1 they are often actually 
detrimental to efficient prescription compounding# and at 
times even to humane action~ 
Nevertheless there can be no question that legis -
lation is necessary; and the weakness is not that there 
are statutes governing the practice of pharmacy, but that 
the statutes are not perfect for all situations. For the 
most part the laws bring about a desirable result when pro-
perly observed, and they serve to protect both the public 
and the professions. 
3 Druggist's liabili]y 
This section might have been included under the 
previous heading but it is e6ns1dered vital enough to deserve 
# Often a physician writes for a specific narcotic salt 
although another salt of the s ame narcotic could be more 
effectively used to prepare the prescription. For ex-
ample; codeine phosphate i s more soluble in water than 
codeine sulfate, and hence, is better used in most 
aqueous solutions. However, legally the phiD~macist 
cannot make the substitution even though it might better 
serve the patient's needs. 
## If an accident which results in a serious injury occurs 
near a drug store and the pharmacist is first upon the 
scene, the pharmacist cannot legally administer such 
pain relievers as morphine injections • 
27 
an individual classification. 
Since the pharmacist must use extreme caution and 
accuracy in the compounding and dispensing of medications, 
since he must be alert in interpreting physiciand' pres-
criptions in order to detect pos sib le errors 1 since he must 
know whether or not every single drug and drug preparation 
which he handles is included under one of the many laws 
which gmrern his profession, since he must always consider 
the safe ty and health of his customers, his responsibilities 
are heavy. And because the violation of one of the laws 
controlling pharmacy, accidentally or intentionally, or 
the commission of an error in prescription handling may 
lead to very s eriou conseque.noes 1 his risks are constantly 
great. One careless moment may result in the loss of 
prestige, loss of business, a jail sentence, and injury 
or death to a trusting customer. 
But even the druggist' s own errors are not the 
only risk he runs. The druggist~propietor is responsible 
and liable for all the acts t hat are performed by his employ-
ees in their conduct of the regular business of his drug 
store. Any error which results in the violation of one of 
the many restricting laws or in the injury of a customer 
will take its ultimate toll of the druggist~proprietor. 
Moreover, should a prescriber err in writing a prescription, 
the druggist proprietor who is responsible for its prepara-
tion may be held responsible for any and all ill effects 
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suffered by the ultimate user which came about as a result 
of the eJ:•ror. 
Because the possibility of serious error always 
exists 1 the druggist-propietor nmst realize at all times 
the full extent of his responsibilities and liabilities 
that he may give the proper importance to each factor to be 
considered_ in coming to any decision necessary for conduct-
ing his business. 
4 Sales personnel 
The sales personnel of a drug store may be divided 
int.o two groups 1 registered pharmacists and non-pharmacists • 
The registered pharmacist is one who has conformed 
to all the requirements of his state and who holds an un-
expired license tp practice pharmacy. His preponderant 
duties and services are directly related to his profession. 
The non-Pharmacists include the department clerks 
and the fountain help, if any. In some stores they are the 
same; in others they are not; or there may be no fountain. 
But the following facts must be realized; the sales personnel 
are not merely order-takers • An efficient drug store clerk 
must be tactful and efficient and must have selling ability; 
he must be familiar with hundreds, if not thousands of 
drug store items; and he must have a basic knowledge of 
those which are most commonly sold; he must know which 
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products can be sold only upon presentation of a signed 
prescription or in accordance with existing regulations; 
he must be able to recommend suitable products far specific 
needs, so long as he does not diagnose nor prescribe; and 
he must have a neat appearance , polite manners, and profess-
ional bearing. In addi t:t on he must take pleasure · in nis 
work. Often the drug clerks are men who are attending 
a college of pharmacy and who are s.eeking retail drug 
store experience. In any event, the efficient , well train-
ed, and interested clerk is of great importance to the 
druggist-proprietor, and there is likely to be· a close 
personal relationship between propr ietor and employee. 
Actually there is a third type of sales person: 
the assistant registered pharmacist. In Massachusetts the 
State Board of Pharmacy no longer permits any new ph~~a­
cists to enter this class, although it may authorize their 
return at any time. The assistant registered pharmacist is 
one who has met all the legal requirements establi ~hed by the 
State Board of Pharmacy for assistant registered pharmacists . 
The requirements and examinations are usually not so rigid 
as those for the registered pharmacist . Upon their comple-
tion the pharmacist is entitled to perform all the duties 
of a registered pharmacist for a period of not more than 
six hours in any twenty-four consecutive hours.* 
* 10 Chapter 112, Section 24 
30 
Obviously such an assistant pharmacist , and there 
are still some employed in Massachusetts drug stores, is 
entitled to the privileges of his profession. 
The important consideration is that drug store 
employees require a special and thorough type of training 
which makes them valuable to the druggist-proprietor; 
hence, the druggist-proprietor, except possibly in chain 
drug stores , as in other chain st ores, is sincerely in• 
terested in their welfare . 
5 Types of products sold 
The classification of d r ug store items can be on 
many different bases. We are naturally concerned with 
marketing and, therefore, we shall have to accept its 
terminology . 
a "Ethical" drug products# 
An ethical product is one that exactly 
follows the .specifications listed in the 
United States Pharmacopoeia or the National 
Formulary, or in New and Non-official Remedies, 
# The word ,'!ethical" is used to designate a certain class 
of official medicinals. This should in no way be con-
strued to mean that members of this class have been 
prepared or sold ethically, oD that items which are not 
in this class are unethical . It merely is a poor choice 
·of descriptive term which has come into oonnnon usage; 
and because it has become generic, we cannot rightfully 
offer a substitute. 
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or medical compounds announced in scientific 
publications which are accepted by the medical 
profession and later listed in the above pub-
lications of specification . * 
This class of preparations, because it must con~orm 
to legal standards, varies only slightly in quality; and 
most of i ts items can be sold only upon presentation o·f a 
legal prescription. 
b Proprietary drug products 
A proprietary is either a medicinal or 
a curative product offered to the public under 
a brand name and extensively promoted for direct 
consumer use . ** 
c Toiletries 
This is the most extensive group of demand mer-
chandise; it contains the following classes of products: 
i Cosmetics and beauty products: this category 
includes preparations and devices used by women .for the in-
tended purpose of making themselves more attractive. 
ii Masculine grooming articles: this category 
includes preparations and devices used by men .for the in-
tended purpose of keeping themselves well-groomed. 
iii Oral hygenic preparations and products other 
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than m,:,;d:lcations: this category includes all mouth washes 1 
dentit'ri<}es, and devices which are used for oral sanitation. 
iv Soaps and shampoos: this category includes 
all preparations used for personal cleanliness. 
d ~ug store sundries 
This category contains _all items which are normally 
sold in a. drug store and which are not included in any of 
the other groups , * such as crutches , baby needs, and basic 
photographic supplies. 
The misnomer "patent medicine" is often used 
erroneously to describe a class of packaged proprietary 
medicines . Actually no drug product can be patented. It 
is the process of manufacture for which a patent can be ob-
tained; but the name of the drug product, if renamed for 
promotional or identifiable purposes, may be trademarked . 
The-confusion between the two terms dates back several 
centuries when the kings of England often granted "patents 
of royal favor" to those who catered to Royalty.** 
D Reasons for Purchasing in Drug Store 
The buying habits and motives of the consumer 
vary according to age, sex, environment, financial position, 
-if- 7 pp • 16 , 17 
** 8 PP• 264,265 
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marital status, occupation,, and other particulars. In 
addition the reasons for a purchase depend upon the type 
of item being purchased, the time of the purchase, and the 
purpose for which the item is- intended, as well as the 
personal attitude of the buyer at the specific moment :·of 
the purchase. Nevertheless there are definite reasons 
why consumers patronize drug s teres. The following tables 
show the results of Drug Topics "Survey of Consumer B,:u~ 
Habits'.!•* 
* 11 pp.3-5 
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Table No . 2-1 
Drug Store Salespeople's Service 
No . of Waited on Service Quali- No 
Res 2ondents PromEtlz Slow fied 02inion 
TOTAL 505 80% 9 7 4 
Men 200 79% 9 7 5 
omen 305 81% 9 7 3 
Rural 192 83% 6 5 6 
2 , 500-100,000 144 80% 8 10 2 
Over 100 ,000 169 76% 13 7 4 
East 148 79% 10 5 6 
Midwest 162 81% 10 9 .;E-
South 135 79% 7 7 7 
West 60 83% 6 7 4 
Socio-Economic status: 
High 71 92% 7 0 1 
Medium 281 79% 9 8 4 
Low 153 77% 10 8 5 
Drug store where sho~ most: 
Chain 136 73% 13 11 3 
Independent 369 82% 7 6 5 
.;~ less than ~ 
Source: Drug Topics Survey of Consumer Buying Habits, 1951 
Table No. 2-2 
Drug Store Salespeople Rated bl Customers 
for Friendliness and ,Helpfulness 
No. of Very Fair ly Not so No 
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Res12ondents Good Good Good OJ2inion 
TOTAL 505 75% 21 1 3 
Men 200 73% 21 2 4 
Women 305 76% 21 1 2 
Rural 192 80% 15 1 4 
2,500-100 , 000 144 77% 22 ?~ 1 
I 
over 100 ,000 169 64% 29 3 4 
East 148 67% 26 3 4 
Midwest 162 77% 21 l l 
South 135 77% 17 l 5 
West 60 79% 17 l :I 3 
Soci6-economic status: 
Hi gh 71 86% 14 0 0 
Medium 281 73% 21 2 4 
Low 153 72% 23 2 3 
Drug store where shoE most: 
Chain 136 51% 41 2 -s:· 
Independent 369 81%' 14 1 4 
"''*'Less than ~.i% 
SOUfiOEt.: Drug ToEics Surve:l of' Consumer Bu~ing Habits , 1951 
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Table No. 2-3 
Customers' Ratings of Salespeople's A_ppearanoe 
No. of Very Fairly Not So No 
Respondents Good Good ·· Good Opinion 
-
"TOTAL 505 83% 13 1 3 
Men 200 83% 12 1 4 
Women . 305 82% 14 2 2 
Rural 192 87% 9 1 3 
2,500- 100 ,ooo 144 88% 10 0 2 
Over 100,000 169 71% 20 4 5 
East 148 .74% 23 1 2 
Midwest 162 86% 9 2 3 
South 135 87% 8 ~'" 5 
West 60 87% 11 0 2 
Sooio-aconomio status: 
High 71 86% 10 4 0 
Medium 28'1 85% 12 1 2 
Lov; 153 78% 15 1 6 
Drug s tore 
. 
where shop most: 
Chain 136 75% 21 2 2 
Independent 369 85% 10 1 4 
* L9ss than i% 
.. 
Source: Drug To:eios Surve~ of Consumer Buzing Habits,e 1951 
Table No. 2 .. 4 . 
Customers' Acceptance ' of Their Druggist's Advice 
and Recommendations 
No. of Yes No Not 
ResEondents Re:Qorted 
TOTAL 505 62% 35 3 
Men 200 59% 38 3 
Women 305 66% 32 2 
Rural 192 64% 33 3 
2 , 500-100,000 144 61% 37 2 
Over 100,000 169 61% 36 3 
East 148 66% 29 5 
Midwest 162 68% 31 1 
South 135 54% 42 4 
West 60 53% 47 0 
Socio-economic status: 
High 71 56% 43 1 
Medium 281 65% 33 2 
I 
Low 153 59% 37 4 
Drug store where shOJ2 most: 
Chain 136 55% 42 3 
Independent 369 65% 32 3 
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Source: Drug TOJ2ics Survey of Consumer Buying Habits, 1951 
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Table No. 2-5 
Customers' Preference forftx Service at Drug Store 
Patronized Most 
Rx Rx 
No. of Filled at Filled at Don't 
Respondents This Store Other Store Know 
TOTAL 505 '72% 18 10 
Men 200 '72% 16 12 
Women 305 '73% 20 7 
Rural 192 '76% 14 10 
2 ,500-100,000 144 '73% 18 9 
Over 100,000 169 6'7 % 24 9 
East 148 66%' 22 12 
Midwest 162 ' 6'7% 23 10 
South 135 84% 10 6 
West 60 '74% 15 11 
3 oci o-ec onomic status: 
High '71 '73% 18 3 
Medium 281 '70% 21 9 
Low 153 '75% 14 11 
Drug store where shop most: 
Cha1n 136 54% 38 8 
Independent 369 '79% 11 10 
source: Drug Topics Survey of Consumer Buy~ng Habits,, 1951 
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Table No. 2-6 
Numb~r o! Customers Known by Name to Their Druggist 
No. of Don't 
Res:r2ondents Yes No Know 
TOTAL 505 54% 43 3 
Men 200 55% 41 4 
Women 305 50% 45 2 
RuPal 192 '7'1%. 26 3 
2,500-100,000 144 45% 52 3 
Over 100.,000 169 39% 58 3 
East 148 49% 46 5 
Mi dwest 162 55% 45 0 
south 135 621& 33 5 
West 60 45% 54 1 
Socio-economic status: 
High 71 ··e2% 38 0 
Medium 281 56%~' ;'·40 4 
Low 153 48% 49 3 
Drug store vrhere sho:Q most: 
Chain 136 26% 72 2 
Indepen::l ent 369 65% 32 3 
Source: Drug To:Qics Survey of Consumer Buying Habits 1 1951 
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Table No • 2 .. 7 
Customers ' Opinion of Ease of Their Selection 
of Wanted Items from Displays 
No . of Yes , No , Hard No 
Res;,eondents Can See To Find O:Qinio.u 
TOTAL 505 76% 15 9 
Men 200 74% 14 12 
Women 305 77% 16 7 
Rural 192 76 fo 13 11 
2,500-100, 000 144 75% 17 8 
Over 100 ,000 169 76% 16 8 
Ea.s t 148 76% 11 13 
Midwest 162 81% 16 3 
South 135 70% 18 12 
West 60 74% 14 12 
Socio-econo!@iC status: 
High 71 85% 12 3 
Medium 281 76% 14 10 
LOw 153 72% 19 9 
Drug store where shoE most: 
Chain 136 75% 18 7 
Independent 369 76% 14 10 
Source: Drug Topics Survey of Consumer Buying Habits, 1951 
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The following results can be observed from this 
portion of the survey as the major reasons why consumers 
buy in d:rug s teres: 
1 Prompt Service 
Eighty percent of those interviewed stated that 
they were given prompt attention; eleven percent gave 
qualified answers or were undecided; and only nine percent 
thought that service was slow. (see Table No. 2-1). 
2 Friendly and helpful ~ention 
Seventy ... five percent of those surveyed considered 
the Service Which they receiVed to be 11Very g ood II j twenty-
one percent said, "fairly good 11 ; three percent had "no 
opinion"; and only one percent considered it "inadequate". 
(see Table No . 2-2 ). 
3 Neat and clean apRearance 
Eignty-~hree percent of those interviewed rated 
the appearance of drugstore personnel as nvery good"; thir-. 
teen percent considered it only "fairly good"; three percent 
had 11no opinion"; and only one percent considered it "not 
so good"• (see Table No. 2-3). 
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4 Confidence 
Sixty-two percent of those questioned said they 
followed their druggist's advice and recommendations; 
thirty-five percent said they did not; and three percent 
did not report . (see Table No. 2-4). 
5 Convenient store location 
Seventy-two percent of those interviewed said they 
had their prescriptions filled at the same drug store where 
they obtained their other drug needs; eighteen percent said 
their prescriptions were prepared in other drug stores; and 
ten percent did not know.. It is a logical assumption that 
a good portion of the eighteen percent of those who do not 
bring their prescriptions to their regularly patronized 
drug store do bring them to the drug store nearest their 
physician 's office or to the drug store which the physician 
-
recommends. (see Table No. 2•5). 
6 Personal recognition 
Fifty-four percent of those surveyed said they 
were greeted by name; forty-three percent said they were not; 
and three percent did not know. It should be noted that if 
· those who patronized chain drug stores were included under 
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a separate survey~ the fifty-four percent here mentioned 
woul d be much higher. (see Table No. 2-6). 
7 Convenient stock arrangement 
Seventy-six percent of those interviewed stated 
that t he y could see and find the items that they desired to 
purchase; and only fifteen percent said they could not. 
Ni ne percent had no. opinion. (see Table No. 2-7). 
8 Pleasant atmosphere 
Also, the majority of those interviewed stated 
that the atmosphere of the drug s tore which they patronized 
wa s p leasant and inviting. 
There are two other r e asons which are also worthy 
of ·men t ion: convenient location~ and late and Sunday busi-
ne ss hours. 
The neighborhood drug store survives because it 
is a neighborhood store. Its regular custom~rs find the l o-
cation convenient and not very distant from their homes. 
They can telephone for deliveries or can send their child-
ren on errands. Profitable drug stores have sites that 
are conveni ently reached from some important localities; 
otherwise they would not exist. 
44 
Also the Sunday and the late week-day business 
hours of a drug store offer opportunities for consumer pur-
chases when few other retail d is tributors are open. They 
offer the consumer a chance to satisfy his needs and want 
at a time when it is convenient for him, instead of having 
to rush through a lunch hour or take time from his regu-
lar working day • 
Those additional reasons for buying in drug stores 
should be considered. 
E Drug Store O:eeratil1,f5 Analysis 
1 ComQarative annual operating statements 
'rhe figures of the Lilly DigesJi are not completely 
representative of the national, average drug store because 
its calculations are not derived from a true geographic or 
statistical distributional srunple. But trend comparisons 
of different years can be validly made from them because 
the annual samples which are used are obtained from similar 
sources. 
# The Lilly Digest is an annual publication of Eli Lilly 
and Company, one of the largest drug manufacture-rs, in 
which is offered an analysis of drug stores through com-
parisons of drug store operating statements. 
. n " '1':-'-.Jl ·~ :\: • G .;;8 
C) .. · · · . r· .~·v, urn' .:.lt '"~ r·e 0~- : ·! rn .. 
----- -·-
1952 
- ... 3t t.J t ~ -n~· .a~ · s 
1951 
1950 
------------------------------------------
......... ... ... .. .. : ........ ... ..... ......... . 
$3~,540- Joo.or; Sales . .. .. . . 
Cost cof" ~~ocds sold . 
l:ros~ ~t·1argin . . . 
Expenses: 
Proprietor's or manager's salary 
Employees' wages 
Rent .... . . 
Heat . . ... . 
Light and power . 
Taxes (except on buildings, income, and 
profit) <tnd licenses . · 
Insurance . . 
Interest paid. 
Repairs .. 
Delivery .. 
Advertising . 
Mist·ellaneous . 
E:;timated to~al depredation 
tcx~cpt on buildings) . 
Bad debts charged off. 
Telephone .. . 
Total Expenses . . . . . 
Net Pro:i.t. ..... . 
VahJe :;1 ccs t of mcrchand.ise stock 
Annual rate of turnover of merchandise stock 
Average profit per dollar invested 
in merchandise stock . . . . . . . . . . 
$ 6,734-- 7.0% 
10,177-10.6% 
2,090- 2.2% 
377- 0.4% 
763- 0.8% 
l\65- 0.9% 
472- 0.5% 
93- 0.1% 
49 1- 0.5% 
279- 0.3% 
1,006- 1.0% 
1,229- i.3% 
1,348- 1.4% 
85·- · 0.1% 
201- 0.2% 
.) Ourc e : L:il ly Dj rr ... st l• S'~  
$95,985-100.0% 
G-1-,081 ·-· 66 . 8~/;~ 
$31,904- -· -' 3. 2•7(, 
$26,210-27.3% 
$ 5,694- 5.9% 
£i5,796 
4.1 ti!TICS 
$0.360 
$7,136- 8.0% 
9,920-II.O% 
2,223- 2.5% 
355- 0.4% 
628- 0.7% 
625- 0.7% 
261- 0.3% 
90-- 0.1% 
449- 0.5% 
174- 0.2% 
442- 0.5% 
81 0-- 0.9% 
625-- 0.7% 
97~ 0.1 % 
170-- 0.2% 
$89.756-IOO.O'Yo 
60,534N·- (l'J.4'M; 
$29,222--- 32.6'r.-, 
$24,005-- 26.8% 
sS.211- ..  s . R"% 
:bl5,227 
4.G time<> 
$0.343 
"16,492- 7.8% 
9.018-10./j~/(, 
2,220-- 2.7% 
407- o'.5% 
661. - 0.8% 
520- 0.6% 
262 - 0.3% 
93- O.I% 
334- 0.4% 
246- 0.3% 
538- 0.6% 
937- 1.1% 
696- 0.8~0 
74- 0.1% 
_ _ 227 - - 0.3% 
"( 1·1') ... - •)(' 
- :~!· -- -::- .~L-_ -~ 
:-:.:.:7 YJ~: - 32 .w;; 
g22,725 --- 27.2% 
- ---- ---
$ 4,673- 5.6% 
$14,808 
3.8 time:~ 
$0.316 
~ 
en 
! 
• ... 
-• 
., 
verag e drug-store sales 
10•) 
90 
; IJ 
70 
60 
1932 .. . . $24,454 
1939.: .. 33,982 
1940. . .. 34,882 
1941 . . : . • 36,005 
1942. · ... 40,514 
1943 . . . . 46,916 
1944 .. · .. ~2,297 
1945. . . . 61,038 
' ~ ~u ..... c .....  ·. L ~ l 1 ~· "~ - t . l r:: ~ . .r.. J . ' -.1 ~ • .!__~ .. La....::_____.::---
1946 .. .. $69, 12 
1947. . . . 76,520 
1943 . .. . 86,059 
1949.. .. 83,641 
J950 .... 83,540 
1951. ... 89,756 
1952 .... 95,9 5 
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2 Observations and implications 
a An increasing sales volum~ 
The drug store sales volume has increased for 
three successive years. Actually the sale volume has been 
steadily increasing since 1959 except for slight setbacks 
in 1949 and 1950•* This increase is indicative of a grow-
·ing nation, a wealthier population, an expanding drug in-
dustry, higher prices and an increasing public . interest in 
health, pers-onal needs, and simple .luxuries. 
b A fluctuating salary of ::e_roprietor or manager*if 
This variation shows t he effect of irregular work-
ing hours and a willi~gness upon the part of management to 
accept salary cuts if necessary in order eventually to gain 
a greater profit. 
Increasing wages of employees 
This increase indicates the rising cost of living 
during this period, and also the increasing value of well• 
trained professional employees. Because the wage percentage 
has shown a decrease in spite of the dollar increase, we can 
* 13 pp.l2,13 
** 12 p.9 and 13, pp.l2,13 
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logically assume that management has become more efficient. 
d Greater total expenses 
We should expect the total expenses to be increas-
ing as indeed t hey are. But because this rise is not in-
creasing percentagewise as compared to the increase in net 
sales, we can conclude that the increase at a decreasing 
rate is the result or the successful effort and proper 
judgment of management in making operating decisions in 
the attempt to keep rising expenses down. 
a An inc~easing net profit 
This increase is most rewarding to the retail 
druggist in view of his increasing expenses and growing 
competition . It shows that most druggists are or can be 
good business men (although they are not as good as they 
might be) and that they flexibly are adapting their inventory 
and their selling methods to the desires of their customers. 
f A greater stock turnover 
·.This increase in turnover indicates an improving 
knowledge of merchandising methods and a growing understand-
ing of the p;ffineiple of rapid turnover. 
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g Steadily increasing profit per dollar invested in stock 
This increase gives further evidence of the grow• 
ing skill in drug store sales management. 
Together these changes indicate that more and 
more the professional druggist, because of necessity, has 
found the need for learning and utilizing good merchandis• 
ing methods in the operation of his drug store, and that he 
is applying these methods during a period of retail growth 
with very satisfactory results. The modern druggist is 
an efficient, professional merchant. 
F Growth of Prescription Sales Volume 
1 Comparison of average prescription sales with average 
total drug store sales* 
The following table is submitted to show the 
importance of prescription sales to the drug store. 
* 21 p.28 
ison of average pre~ ription. s~ies ..-"th 
average total drug-store sales, 1937-1 ·)52 
2 Observations and implications 
a Steady · Growth 
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The first apparent observation is that of growth. 
It is not spectacular, nor is it unexpected. It merely 
sh~vs the normal development of an institution of increas-
ing community significance in a growing economy. 
b Increasing percentage of prescription sales volume 
This increase is important. It indicates that 
grcming importance to the druggist of a successful prescrip-
tion department as a source of income. This increase has 
even greater significance when we consider that the pres-
cription department of a drug store is the only department 
that cannot be given significant competition from other types 
of retail outlets. It should be noted that in 1948 1 the 
l~test year £or which this figure appears to be available, 
one percent of all supermarkets employed registered pharma-
cists to compound prescriptions in their drug departments•* 
52 
G Ratios of Number of Prescriptions Compounded to 
Drug Store Operations 
1 Relationship of number of prescriptions filled 
to operating figures 
These tables are submitted to further substantiate 
the value of an active prescription department to the average 
drug store. 
, .... .. , · r ~ r; 
Sales _ . . .. . . 
Cost of gocds ~\.·,l d . 
(Jros.~ l\1 a rgin 
Expenses: 
Proprietor's salary 
Employees' wages 
Rent .. . . . · 
Miscellaneous operat ing costs 
Tota l Expenses. 
Net Profit .. . 
Value a t cost of merchandise stock . 
Value at cost of prescription department stock 
Pre,c ription receipts . . . . 
Number of prescriptions filled 
Average price for prescriptions . 
Annual rate of turnover of merchanJise stocK 
J>erccntage of prescription department stock 
to total merchandise stock. . . . . . . 
I TO 5 
PRESCRIPTIONS 
DAILY 
$54.7 13 100.0% 
40.::9::' ~~-6% 
$ 14.421 26.4';1;, 
$ 3,725 6.8% 
3,262 6.0% 
1,089 2.0% 
3,835 7.0% 
$ 11,911 21.8% 
s 2,5 10 4.6'i'o 
S9, 188 
$1,348 
$2.523 
1,16.1 
$} .17 
4.4 ti llit:.i 
14.7% 
P.:rcentage of prescription receipts to total sak' 4.6% 
Prescription-sales revenue per dollar invested 
in prescription stock . . . . . . . 
Av..:mgc net profit per dollar invested 
s 1.87 
in a ll store merchandise. . . . . . . . . S0.17 
Table No . 2-10 
C !...' r •v: ::>t ; 1•e C·'"" r• r a + .:.r1"' ;,., t ,_,tem~ n +. s t~ !·~ u r~ u ~' r 
_ ,.. _____ - - - - ___ ,_ -------- ------ ----· 
~f P_!:_"'~c t_:_1 '_ !_~-- ""'n~ _f'r v •, reci 
5 10 10 
P~E5GIPTIONS 
DAIL Y 
5>65 ,0 1 ~ 100.0'!{, 
45,50! '70.0'!'i 
:'. 19,5 17 ~0 . 0% 
s 4,'-J 17 7.5 % 
5, ISO 8.0% 
1,474 2.3 % 
4 ,8 1R 7.4% 
$16,31l9 :!5 .2'?{1 
s 3 . 1::' ~ 4.8% 
5 11 .0 14 
s 2. 295 
$ t) , 105 
2.R 11 
:-.2 17 
-4 i tif11 C:i 
20.S% 
l),411{! 
S2.ti2 
-..11.2x 
·' 
10 TO 20 
PRESC~IPTIONS 
DAllY 
$72,479 JOO.Cl% 
49.~(.\h 61),(}!jf. 
$2JT i 8 i 32.0~!J 
$ 5,298 7.3% 
6,539 9 .0% 
1,642 2.3% 
5.693 7.9% 
$ 19. 172 26 .5% 
$ 4, ()()9 5.5% 
$ 13,076 
$ 3,1 40 
51 1,1 88 
5,254 
$2. 13 
~ . Riirncs 
::'4.0% 
15.4% 
S2.X I 
50.3 1 
I 
·-
' 
20 TO 40 
PRESCRIPTIONS 
DAILY 
$90,034 100.0% 
59 . 6~~1 66 .3 ~~i . 
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2 Observations and imElications 
a The greater number .of prescriptions filled, 
the greater the total sales volume. This is direct proof 
of the ·value of an active prescription department; for 
customers usually purchase many other needs in the drug 
stare in which they regularly have their prescriptions 
prepared, that is, in the drug store in which they have 
the greates t confidence. 
The act of having a prescription prepared may 
involve several trips to the drug store: one to leave the 
prescription, one to obtain the _medication, and possibly 
several more to obtain refills. In the instances when 
prescriptions are brought to the drug store and the medi-
cine is obtained in one trip there is usually a brief 
waiting period. During all these trips and delays the 
customer is exposed to other merchandise on display in 
the store. Many customers have the feeling that since 
they are i n the drug store they may as well purchase items 
which they may soon need and thus save themselves a later 
trip. To the druggist all this means more sales. 
b The gross margin increases with an increase 
in the numbe1• of prescriptions filled. This increase is 
attributable to the high markup on prescriptions as compared 
with other items· which are sold in a drug store • This high 
markup is entirely justified if one considers that a professional 
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pharmacist must constantly be present to do the compound"" 
ing, that there are great risks and responsibilities in-
volved in the dispensing of every medication, and there 
is a slow turnover of the average prescription stock. 
c The percentage of total expenses, especially 
wages, increase with an increase in the number of prescrip~ 
tions filled. This is the natural result of a greater 
need for professional help, and possibly for sales help, 
to make the additional total sa1es, which are the result 
of a greater consumer traffic. But since each employee 
must pay for himself as well as bring a profit into the 
store, the greater the wage expense of efficient and needed 
employees 1 the greater will be the ultimate profit for 
the store o.vner. 
d The percentage of prescription receipts to 
total sales increases with the number of prescriptions 
filleq. This increase is obvious and needs no further 
discussion. 
e All other relationships point to the most 
· significant of all ratios: the greater the number of pres• 
criptions prepared, the greater the net profit. Since the 
average druggist, like any other retailer, is in business 
for the purpose of earning a living, this ratio should offer 
a clue to tbe direction in which the druggist should turn his 
efforts to obtain the greatest financial reward from his 
business, especially during this highly competitive period 
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for consumer traffic. An increased prescription volume 
could be a partial solution to ~he competitive problems 
which have been created by the selling of one-time tradi• 
tional drug store items by food stores 1 department stores, 
variety chains, and mail order houses. 
H 'rhe Retail Durggist and Fair Trade Legislation 
1 Fair Trade 
a Definition and purpose 
The objective of Fair Trade legislation as de-
fined by a typical state act is: 
•• • to protect trade-mark owners, 
producers, distributors, and the public 
against injurious and uneconomical practices 
in the distribution of competitive commodities 
bearing a distinguishing 'trade~mark, brand, 
or name through the use of voluntary contracts 
establishing a minimum resale price••••* 
b Application 
This law offers trade-mark and trade name owners 
a means by which they can control the minimum retail prices 
of their products in order to protect their property rights 
in their products and the good will of their names. Recently 
attempts havE, been made to include in the established minimum 
* 15 Act. No .. 2 
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resale price a guaranteed markup for the retailer, thus 
assuring the retailer of an adequate profit for his handling 
the product which is Fair Traded. 
c Constitutionality 
The constitutionality of resale price maintenance 
has long been a subject of dispute in American courts. The 
ori ginal Fair Trade laws and also the :Miller•Tydings Amend-
ment were , after many legal battles, held to be unconsti-
tutional. The recently passed Maguire Act, which contains 
a clause to compel even non-signers to abide by its restric-
tions, appears to have passed all tbe requirements for 
·ultimate constitutionality. The case between Eli Lilly 
and Company, drug manufacturers, and Schwegmann Brothers, 
retailers 1 v~hi-ch was tried on the issue of Fair Trade vio-
lation and found by lower courts in favor of Eli Lilly and 
Company, was refused a review on the decision by the Unit·ed 
States Supreme Court in an appeal by Schwegmann Brothers •* 
d Retailer advantages 
In a survey conducted by the Bureau of Business 
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Research of the School of Business Administration of the 
University of Michigan, the ·following advantages of Fair 
Trade were asserted:* 
i 
11 
111 
iv 
v 
vi 
vii 
viii 
ix 
X 
xi 
xii 
xiii 
xiv 
Legitimate or larger profit 
Insurance of less price cutting 
Competitive equality among retailers 
Unfair competition 
Stabilization of the market 
Prevention of substitution 
Prevention of price-cutting 
Protection from chain and mail-order 
price cutting 
Increased business volume 
Inventory 
Assurance of quality merchandise at 
fair prices 
Lower dealer mortality 
Elimination of competition 
Increased number of dealers 
At a first glance at this list of asserted ad• 
vantages, we should note that several of ·the items are 
repetitive and that there is actually one conflict: "eli-
mination of competition" and "increased number of dealers"• 
Upon careful scrutiny we should discover that many of the 
retailers do not fully understand the actual advantages 
which they are enjoying although it is clearly evident what 
they, the retailers, mean. For instance: (l)"Iegitimate 
or larger profit" would apparently hold true in profit 
per item sold if all expenses and costs involved in the 
handling of the item remain the same. Howeve~; 9 if the Fair 
Traded price of the item is too high as compared with a 
competitor's similar item, the consumer may purchase the 
* 16 pp.l5,16 
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cheaper item and thereby reduce the turnover of the Fair 
Traded item. So in reality the retai ler is not receiving 
the net profit on the combined net sales of the Fair Traded 
item as he was on that same item when it was sold at a 
lower price. This switch of brands by the consumer will not 
necessarily occur, but the possibility should be considered. 
(~)"Competitive equality among retailers" and "no unfair 
competition" hold true only in reference to pric·e. There 
are far too many variable factors involved in retailing 
to accept these as other than general statements. (3) "Sta-
bilization of the market" holds true only in reference to 
the market price. The true marlm t stabilization depends 
upon supply and demand. (4)"Prevention of substitution" 
is not true. Fair Trade will reduce the need for substi~ 
tution if the Fair Trade price allows a satisfactory markup; 
but it cannot prevent the substituting of one item for 
another. As long as there are different types of merchants 
there will be different methods of selling . In ·relation to 
drug store merchandising, i f the temptation to substitute 
is reduced , there can be no argument that Fair Trade is 
a decided advantage. (5)"Prevention of price-cutting" is 
not entirely true. The need for price-cutting is reduc·ed 
and in relation to drug stores it is very important. (6) "In- . 
creased business volume tt is not necessarily true ·since the 
total sales volume is dependent upon the number of items 
sold as well as upon their prices . (7)"Les s inventory" is 
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also only partially true. The amount of inventory kept on 
hand is determined by factors other than price: i.e., storage 
capacity, turnover, perishability, and the possible appear-
ance of a similar or better product. ( 8) "Assurance of qua-
lity merchandise at fair prices" is also not true. Fair 
Trade may give assurance of uniform merchandise at fair 
prices, but it cannot control the quality of the merchan-
dise. Manufacturers may have less tendency to skimp or 
cut down on the manufacturing costs of their products in 
order to put out less expensive products, but such action 
cannot be guaranteed. ( 9) "Lower dealer mortality" is absurd. 
The following is a list of causes of mortality among retail-
ers, prepared by the United States Department of Commerce:i~ 
i 
ii 
iii 
iv 
v 
vi 
vii 
viii 
ix 
X 
xi 
.xii 
.xiii 
xiv 
XV 
xvi 
xvii 
xviii 
xix 
Bus:l.nesa depression 
Credit losses 
Personal extravagance 
Too easy credit from wholesalers 
Excessive overhead expenses 
Losses in real estate speculation 
Inefficient buying control 
Financing under unfavorable conditions . 
Lack of inventory records 
Inexperience 
Incompetence 
Poor location 
Too high rent 
Unscientific business methods and 
practices 
Inadequate account1.ng records 
Dishonesty and fraud 
Illness· 
Ease of entering business 
Depreciation of value of stock 
in trade 
Too easy credit from manufacturers 
xxi 
.xxii 
xxiii 
Ill luck 
Ineffective cost control 
Inefficiency 
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The foregoing list of reasons for business failures by 
retailers is included as a proof that Fair Trade would be 
of little assistance to retailers .who do not possess 
sufficient capital, skill, or character for operating 
efficiently their specific type of retail store. 
In application to a drug store it should be noted 
that Fair Trade does much to enable the druggist to main-
tain his professionalism by eliminating price wars and by 
reducing 'the temptation for substitution. And if the mini-
mum price offers adequate markup, the druggist will not be 
forced to decrease the number of added services which he 
offers. 
e Retailer disadvantages 
The University of Michigan survey also found the 
retailers stated the following disadvantages:* 
i Price determination by manufacturers 
ii Less independence 
iii Less profit 
iv More difficulty in the disposal 
of surplus stocks 
v Elimination of quantity discounts 
Again the following comments are in order: (l)"Price deter-
mination by manufacturers" is not necessarily a disadvantage 
~~- 16 pp.l5,16 
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since the manufacturer may price his products satisfac-
torily, and in some instances, even better than an in-
efficient retailer. (2} "Less profit 11 is not necessarily 
true. The profit is not dependent wholly upon the price. 
(See l in preceding sub-division). The remaining argu-
ments seem more applicable. 
Not one retailer mentioned the difficulty, 'in 
the absence ·of Fair Trade , of restoring an item to its 
normal price once it has been used as a "loss leader"• 
2 The retail druggist 
The retail druggist is a firm advocate of Fair 
Trade . Because he is deeply concerned with his prestige 
and reputation, he would naturally support any legisla-
tion that would prevent the appearance of a major threat 
to his professionalism. His .involvement in price wars 
would bring severe danage to his professional standing. 
If he had to operate and to sell merchandise 
at reduced prices, he could not do so without a reduction 
in potent i al profits. Hence he would be led into various 
attempts to reduce expenses, such as decreasing the number 
of employees, eliminating some of the free services which 
he customarily offers, or skimping in the handling of de• 
tails; or more often he would try to adjust for the loss 
on some items by raising the prices on others . 
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None of these tactics would prove fruitful in 
the long term, and the druggist would de~initely be handi-
capped. It is no wonder that the . Washington lobbyists of 
the National Association of Retail Druggists were partially 
responsible for the final Congressional approval of' the 
Maguire Act .,.;:. 
I SUMMARY 
The drug store in the United States had its origin 
with those who first settled here; hence it is older than 
our country itself. Its growth and development has parallel-
ed the economic changes of a growing nation. Because of 
its service to communities and its specific function of 
prescription preparing., it had established itself a per-
manent position in today 1 s society. 
There is no doubt that the drug store as a retail 
outlet is under no threat of elimination, for it satisfies 
definite t'.lconomic needs. But the corner drug store, the 
small drug store, because of its characteristically non-
professional management, may be fatally affected by recent 
changes in merchandising methods. 
The only department in which a drug store can re-
ceive almost no competition from other types of retailers 
* 29 pp.l042,1043 
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is that of Irescription compounding. Obviously the average 
drug store cannot survive only on its prescription sales. 
Therefore .efficient front store merchandising is essential 
to a drug store 1 s success • r.t has been shown that the major 
reasons for purchasing in drug stores are based upon con• 
fidence and personal contact. But even with a tremendous 
sales volume , the drug store can be operating at a loss 
if it does not carry the proper inventory or if it does 
not sell. at t;he right prices • Correct merchandising is 
essential. 
It has also been shown that almost always the 
success of a drug store varies directly with the number 
of prescr i ptions which it prepares. This variation can 
be attributed to the higher markup of the prescription 
department and the prestige and opportunities for personal 
contact which an active prescription department ~ovides. 
Hence it is a truth that all drug stores should ~omote 
their prescription departments. 
The sales volume of the average drug store is 
definitely rls ing. In view of this increase in sales 
it would appear that the drug store is not seriously 
affected by the mass competition of supermarket outlets. 
But on the other hand the tremendous sales volume of drug 
products in supermarkets could have been won away only from 
drug stores. The explanation is that consumer purchases o~ 
drug products are exceptionally high, that the supermarkets 
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are gaining the sales of the fast-moving, nationally branded, 
staple drug products, and that the drug stores are increas-
ing their prescription sales. But with the present pros• 
perity apparently ready for at le ast a slight readjustment, 
money in circulation will diminish , and prescription sales 
will decrease since the population will attempt self-medica-
tion for simple ailments instead of visiting their physi-
c i an s as often as they have in recent years. When this 
occurs, the drug stores will feel the effects of the super• 
market competition more strongly. 
Fair Trade is also of major purport to this issue. 
At present the only items Wr:tich the drug store is losing 
to the supermarket are those which are Fair Traded. If 
Fair Trade were removed, the drug store would meet a com-
petitive catastrophe. This topic will be discussed more 
fully in a later portion of this paper. 
CHAPTER III 
THE SUPERMARKET 
A Definition 
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Different authorities have defined the supermar-
ket in different ways. It would appear that the most re-
liable definition should be obtained from the supermarket 
industry itself. Hence a supermarket shall be defined as 
" ••• a complete, departmentalized food store with a minimum 
sales volume of $5001 000 a year and at least the grocery 
department fully self-service."* Self-service stares which 
fail to meet the volume requirements are considered to be 
superettes. It is interesting to note that until 1951 
an annual sales of $250 1 000 was the volume requirement•** 
The requirement was raised because of the large number 
of departmentalized food stores which were appearing 
throughout the nation. 
B DeveloEment and Growth 
The exact year of the first appearance of the 
supermarket has not been accurately determined. Some be• 
lieve that the first supermarket developed from the Henke 
and Pillot food store, which started in 1872 in Houston1 
* 18 p.s 
** Ibid p.9 
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Texas.* Others · believe that it developed from larg~ public 
markets like the Crystal Palace Public Market of San 
Francisco, California , which was originated in 1922, or 
from the Home Public Market of Denver, Colorado, which 
started in 1920.;E- The general opinion of food store author-
ities places the starting period as the middle twenties, 
when old-line grocery chains began to open up large com-
bination-type food stores.* Los Angeles, California, is 
acknowledged by some as tre place of the start of the 
movement .~}-!.} The first . six years' growth in this area is 
sho.vn in the following table. 
* 19 p.l92 
** 30 p.3 
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Table No. 3-l 
Growth of Los Angele s Super markets 
Number of 
Year Su~ermarkets Sales Volume 
1929 25 $ 3,309,000 
1930 39 5,982,000 
1931 51 '7,826,000 
1932 '79 13,'739,000 
1933 103 16,614,.000 
1934 139 23,416,000 
1935 193 35,908,000 
Source: Harvard Business Review, No. 2 1 1938 
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From the preceeding table we can see that rapid 
development did not occur until about 1932. 
Development in the East and the addition of 
concessi on departl'lk3nts are CI'edi ted to 'Michael Cullen, who, 
after several failures, opened a large food store in 
Jamaica, Long Is land, under the name of "King Cullen -
The Price Wrecker". By 1936 he had a chain .of fifteen 
supermarkets •* 
During the successful growth of Gullen 1 s enter-
prises, other supermar·kets and supermarket chains sprang up 
along the Atlantic Seaboard, the Middle At -lantic, and the 
East North Central States: the Big Bear in Elizabeth, New 
Jersey, and later through New England; the Big Chief Market, 
Providence, Rhode Island; the Great ·Bull Market, Kingston, 
New York.?l-~f-
The early super.markets were independently owned . 
Later, in order to meet the competition of large chain 
stores, :independent supermarket merchants banded together 
and organized voluntary chains.* As a result of their 
combined buying power they purchased directly from the 
mant~acturer in very large quantities . The food whole-
salers began to suffer. Their solution was to get into the 
supermarket field themselves: Streamline Markets, and The 
Great Atlantic and Pacific Tea Company supermarkets in 
Pittsburgh, Pennsylvania; the Bohack Company in New York; 
* 19 pp.l93,194 
.;~o* 31 pp.25-32 
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The Economy Grocery Stores Corporation in New England; and 
the American Stores in New Jersey. 
It was a normal condition that since wholesale 
organizations were then selling at the retail level, they 
should use different names for the different types of stores 
in order not to confuse or 1~r1tate their consumers with 
what would appear to be inconsistent marketing methods 
and prices: hence, The Acme Self-Service Markets in New 
Jersey; the stop & Shop Supermarkets; and the R. H. White 
Food Mart in New England. 
The first supermarkets stressed price appeal and 
used mass promotional methods • .;~o Their fixtures were in-
expensive; the consumers were given containers resembling 
bread-bas kets in which to carry their pu~chases . Every-
thing about their interiors gave the impre1ssion of low op-
erating expenses, and hence lower priced merchandise. As 
the number o:f supermarkets increased so did competition. 
The supermarkets began to improve the quality of their 
fixtures i n order to trade upon their appearances. They 
introduced wire prams in which the customer could push her 
selections rather than carry them. They installed expensive 
mass uniform shelving. And they introduced many completely 
unrelated lines: stationery, kitchenware, sporting goods , 
hardware, toys, records, electrical appliances, liquor, 
underclothing, books, and health and beauty aids. They 
* 9 p.l85 
I I - ------,--- -
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further ent:lced the public into patronage by conducting 
gala promotions with free orchids, prizes, and multiples 
of festive drawings. On a prize-awarding night the atmos -
phere was , and still is, lik:e that of a carnival.· 
During this period of supermarket expansion the 
nation's transportation was also growing . More highways 
were being developed and roads improving, and automobile ~, 
consumption was rapidly increasing. There were more drivers 
on the road than ever before, and each year showed a great 
increase in tbe number of drivers' licenses issued. The 
population was growing rapidly. Some cities becrume over-
crowded, a condition which led many families mo had their 
own transportation to move to suburban areas and to set up 
their avn cmnmunities. The structure of the Americ~n family 
was gradually changing. There were fewer children. More 
housewives were working to help meet the higher costs of 
living. nd there was a decrease in the number of domestic 
help employed. The average Americ~n housewives, with more 
duties to perform and less time in which to tend to them, 
greatly welcomed and supported the conveniently located 
one-stop shopping supermarket. 
C Major Characteristics 
1 Professional management 
Because of its great size the supermarket has many 
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employees . Because of the great investment required, the 
supermarket can afford to employ specialists in each of 
its major operations. These high-priced specialists in 
the various fields of marketing are responsible for the 
efficient merchandising methods of the supermarkets. 
2 Vertical integration 
The very crux of supermarket operations is based 
on the fact that the supermarkets perform many functions which 
are not a t t h e retail level; and becauae they assume under 
one management the duties of other middlemen who would nor-
mally serve them, they can buy in very large quantities 
and obtain a greater efficiency and economy in performing 
I 
all the s t eps that are necessary in bringing their goods to 
the ultimate consumer. 
3 Self-service 
The m~jor feature of a supermarket is its self -
service. Twenty-five percent of all supermarkets are com-
pletely self-service in their four major departments; grocery, 
meat , produce, and dairy(A year ago the figure was nineteen 
percent) ;* and all of them offer a certain amount of self~ 
* 18 p .l8 
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service i:n almost every department. 
The effects ot self-service are manifold. From 
the selle:r-' s point of view it offers a means of selling with 
smallest number of sales people and the least effort; hence 
it has a direct effect on lowering operating expenses. It 
has been proved that customers will purchase more if they 
are allowed to compare similar items and various sizes 
before they make their selections than they will otherwise. 
Therefore self-service is one of the primary reasons for 
the tremendous sales volume of the supermarket. 
Self-service however is also responsible for a 
dollarwise increase in the amount of pilfering which it 
permits; but this increase is more than offset by the in• 
crease in sales volume which it encourages. 
Because of self-service it is necessary to main-
tain a large stock inventory. But tl1is necessity is not 
necessarily disadvantageous since it affords the opportun-
ity for carrying a greater depth of lines, allows for the 
obtaining of quantity discounts, and the inventory itself 
may move very rapidly. As a result of professional manage-
ment and an efficient selection of rapid turnover items, 
the large inventory becomes a definite advantage. 
From the average consumer's point of view self-
service offe~s a means of convenient shopping at her own rate 
of speed with complete freedom of selection, and often of 
comparison, without the psychological influence of a 
sales person. 
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The average consumer desires self-service. This 
is apparent from the tremendous growth of self-service in 
retail outlets. 
4 Sales mrs onnel 
The sales personnel of a supermarket are in most 
departments merely order takers. Since the consumer usually 
selects what she desires from the racks of many similar 
items or designates her choices from among wide selections, 
there is usually very little selling technique necessary. 
The sales personnel require no specific formal education; 
nor do they normally undertake any duties that can result 
in severe liabilities for this store. Only twenty-seven 
percent of supermarket employees receive any type of formal 
training • .;t-
And because they are entirely expendable to 
supermarket operations and because there is a long chain 
of connnand., man~gement is not likely to have a very great 
personal interest in its sales personnel as individuals. 
* 18 p.28 . 
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5 Sales promotion 
Supermarket promotion consists mostly of price 
appeal, widespread advertising, mass displays, and gift 
awards. 
Because the supermarket has large financial 
resources at its disposal and enjoys a large sales volume, 
it can afford the expenses af various types of mass pro-
motions. The following table illustrates the advertising 
media used.* 
Table No. 3-2 
Supermarket Advertising Media 
Media used 
daily newspapers 
radio 
handbills and circulars 
weekly newspapers 
television 
others# 
Percentage of Supermarkets 
which use the media 
85 
49 
36 
31 
12 
34 
Source: The Super Market Industry SP!aks~ 1952 
# Includes such media as billboards~ movie theaters~ 
matchbooks~ donations~ demonstrations~ free gifts~ 
awards~ etc. 
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6 Types of drug products sold 
The supermaket uses the incl us ive term "Health 
and Beauty Aids" . We shall divide this group into the 
same subdivision previously used in 11 The Drug Store , 
Types of Products Sold n • 
a Ethical products 
For the most part this class of drugs and drug 
products are sold only by pharmacists upon the presentation 
of a legal prescription. But many medications which belong 
to this class have become household words and are used as 
household remedies . Preparations such as aspirin, cod liver 
oil, milk of magnesia, and others, by virtue of their descrip-
tions in official compendia, belong to this ;grou,p ahd yet 
they c~ be found in the drug product display of most food 
stores. 
b Proprietary products 
c Toiletr_ies 
d Drug store sundr~es 
Because there can be no dispute that items in each 
of these classes can be found in various supermarkets, they 
will be discussed briefly and all together . In direct com-
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pliance with the supermarket policy of handling only items 
which have a rapid turnover 1 the supermarket merchandises 
only those health and beauty aids which they consider "the 
cream of the crop". By selling only the fast-moving items 
the supermarket has a distinct advantage over the drug stcre: 
it is not burdened with the expenses of inefficient merchan-
dising which result from the storage and handling of items 
which have a slow stock turnover and which the druggist, 
because of his profession, is compelled to carry. 
Another consideration concerning the supermarket 
selection of health and beauty aids is Fair Trade legisla-
tion. It will be discussed in a later portion of this 
thesis. 
The following table has been drawn up from t'M 
data in the publications of "The Supermarket Industry 
Spe a..l.cs " 1 for the years 1949 1 1950 1 1951, 19521 and 1953 • 
8G 
Chart No. 3.1 
Percentages of Superm.ai'ke ts Selling Health and Beauty Aids 
90 0 
89 
76~ 
19 48 949 1950 1951 1952 
Source: The Super Marke~ndustry SEeaks , 1949, 1950, 1951, 
1952, 1953 
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7 Volume growth of drug products sold 
The following charts indicate the development 
of drug product operations in food stores. 
a St~ng of drug products by grocery stores 
This chart shows the steady increase in the number 
of drug (}Ommodities that are handled by food stores • In 
five years the number has trebled. 
b Growth of drug distribution in grocery stores 
This chart shows the increase in the quantities 
of each specific major commodity which is handled by food 
stores. In five years the increase in the number of items 
in each category has ranged from 10% to 114%. 
c Completeness of drug stocks in grocery stares 
This chart indicates the extent to which drug 
lines are handled by food stores. The drug lines have grown 
about 20% in five years. 
' \ 
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STOCKING OF DRUG PRODUCTS BY GROCER.'( STORES 
S0urce : 
Drug Commodities 
Stocked 
OVER 20 
11 . 20 
1 . 10 
NONE 
Commodities 
Audited 
32 
i 946 
Whet 's New 
1051 
I U.S.A I 
38 
1947 
in F' 'l'"'rl 
39 38 39 41 
1948 1949 1950 1951 
War :u •t 1 n '-' And Re s e Fr ch'? 
- ·-----· 
----
Source: Whet's 
1Q51 
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Chart. No . :~ . 3 
GROWTH OF DRUG DISTRIBUTI ON 
IN GROCERY STORES 
Distribution ( ~·· J Percent Gain 
1946 1951 in Distribution . 
R:uor ll oulu 79 17 10 
Hc.•d•ch c Rc.mcdiu 75 .. 12 
L•utiwc.• 65 1l 12 
Cold lcmecliu 58 .. 1l 
Dutifrlcu 58 71 
H••_. Lotiows 41 55 
f•c.c Creams 25 ]4 
Sh u Cre•111s 48 .. 
Toot:. lrMshs l5 51 
Slil•m,..os 50 74 
Or•l A11thc,tiu 
" " 
Sllue Lotiows 26 4l 
H•ir To•ics 24 54 
Dcodor••h 22 47 114 
Nev; i n Fe>0 d Marl.cet-1 nr.r and Re set=~ rch'? 
ChPrt N'o. 3 . 4 
COMPLETENESS OF DRUG STOCKS 
IN GROCERY STORES 
hirly 
Complete 
011ly 
{IN PERCENT OF STORES HANDliNG) 
All Stores 
Jq46 1951 1946 1951 1946 1951 
Source: What's New in F?od Merketi~g_and ResParch? 
i~51 
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8 Sources of drug products 
The following table indicates that food stores 
are under no competitive disadvantage in the purchasing 
of drug products. In fact, if we consider the quantities 
of their purchases, supermarkets actually possess an ad-
vantage since they can obtain various discounts and inte-
grate the products within their other transactions. 
Grocery wholesaler is leading supplier 
of drugs and toiletries to food stores accord-
ing to supermarket, superette, and small 
- store operators surveyed. Grocery wholesaler, 
together with rack jobber (service wholesaler), 
supply 73% of all drugs and toiletries. How-
ever, now that leading drug and toiletry brands 
are readily and openly available from several 
sources in most conmru.nities, most stores buy 
f.rom two ·.or three suppliers. Operators report 
that grocery wholesalers are enlarging drug 
inventories and improving their merchandis-
* 33 p.22 
ing services. Dealers also report an increas-
ing trend to direct buying in many of the 
best sellers •* 
Table No . 3- 3 
Proportion of Drugs Bought 
From Each Major Source of Supply 
Grocery i'Vholesaler 
Rack Jobber 
Drug Wholesaler 
Direct fro:~; 
Manufacturer 
Super-
markets 
29% 
41% 
15% 
15% 
100% 
Super-
ettes 
42% 
31% 
19% 
8% 
lOO% 
Source ·: Progressive Grocer, February, 1951 
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Smaller All 
Stores Stores 
44% 40% 
33% 33% 
20% 20% 
3% 8% 
100% lOO% 
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9 Laws and liabilities concerning drug produ~ 
Originally the laws restricting to . drug stores 
the sale of certain classes of medications were passed to 
protect the health and s·afety of the public . The pharma-
cist was considered the only retailer with sufficient 
knowledge and interest to safely sell medicines . Basically 
this is true . But bec.ause recent court determin'ations 
have raised the level at which professional knowledge and 
ability are considered legally necessary to safeguard the 
public , stores other than drug stores have found that they 
are permitted to sell certain classes of medications . and 
household remedies so long as the items sold are in their 
original, unbroken packages · Thus the mass competition 
in selling traditional drug store items began . 
There are sill many disputes concerning the legal 
definitions of 11drug 11 1 "proprietary" , 11 poison 11 1 11medicinett, 
"patent medicine", "domestic remedy", and other terms; and 
each state makes its own decisions . Montana, Wisconsin, 
Michigan, and New Jersey have in court disputes produced 
contrary decisions . -l~ The outcome of these legal battles 
will determine to what extent medications can be sold with• 
out the presence of a registered pharmacist . It can be 
expected that ground once gained by the supermarket in its 
~~ 32 pp . 764- 770 
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fight to enlarge the number of items that can be sold in 
its health and beauty aids department will not easily be 
lost. Furthermore, a few supermarkets already employ 
registered pharmacists to maintain a full prescription 
department. 
It should also be noted that there is no lia-
bility on the supermarket for the safety and health of 
its customers who indiscriminately use a drug prepara-
tion which has been legally sold and which has been pur-
chased by means of self-service. 
D Reasons for Buying in Supermarkets 
The following is a list of reasons for the major 
buying habits and motives that induce supermarket purchases: 
1 Self-service 
The average consumer desires self-service with 
its convenience of undisturbed, unhastened, self-selection. 
2 Low prices 
The supermarket very often uses nationally adver-
tised products as "loss leaders". This conveys the impres• 
sion that all items are sold at lower prices than prevail else-
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where . Often their prices are lower than others, but just 
as often they are not. The consumer who purchases in a 
supermarket in all probability does not go elsewhere to 
compare prices . The important result is not that the 
supermarket's prices are lower, but that the average con-
sumer believes that they are lower than they are elsewhere. 
3 One-stop shopping convenience 
With so many more brands and types of consumer 
household and food i tems available than ever before, the 
average consumer cannot possible compare them all. Al-
though the average consumer does not place any value on 
her time and welcomes the opportunity to leave the home 
occasionally to do a little shopping, she still does not 
want to have to spend a great deal of time in shopping. 
The dec r ease in family size has reduced the number of c~ild@ 
ren who might be of help to the housewife. The higher cost 
of living has put many women to work to aid in paying the 
family expenses. And the decrease in the number of domestic 
servants leaves more duties for the family. The average 
consumer, therefore, is in favor of one establishment 
in which she can purchase many needs. The supermarket with 
its diversification of departments is a definite customer 
attraction . 
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4 Convenient shopping hours 
More and more of the supermarkets are open during 
evenings and off-working hours. The following tables in-
dicate the present supermarket business . hoursa~~ 
* 18 p.24 
Char t No. 3 .5 
Number of Days Per Weelr t he Supermar'kets are Open for Business 
No . of days per 
week open 
7 
6 
5 or 5i 
Percentage of 
Supermarkets 
10%1 
----~-.,. 
87. tf, 
3%1~ 
Source: The Su;eer Market Industry Speaks, 1953 
<0 
1-' 
Chart No . 3.6 
Number of Evenings Per Week the Supermarkets are Open for Business 
No . of evenings 
per week open 
'7 
3 to 5 
2 
1 
Percentage of 
Supermarkets 
33%1 . ., 
16% 
19%'-----+ 
25%1 · . I 
0 7% , ____ __.. 
Source : The Super Market Industcr Speaks , 1953 
(Q 
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5 Drivins and parking facilities 
Since most supermarkets are situated near major 
traffic arteries they are very conveniently reached from 
adjacent communities. Most supermarkets also offer ex-
tensive parking facilities. Whereas neighborhood food 
stores previously drew business from within comfortable 
walking distances, now the increase in the number of auto-
mobiles and drivers, who do not even consider gas expenses 
or depreciation on their automobiles from shopping trips 
or are burdened by the carrying of bundles once the bundles 
have been placed in the automobiles, brings customers from 
fairly long distances for supermarket purchasing. 
6 Gala promotions 
The many gifts , awards, and prizes which the 
supermarket frequently give to lucky winners in various 
contests or drawings is often incentive enough to entice 
customers to purchase in a supermarket. The hope of ob-
taining something for nothing is universal. 
E Reasons for Not Buying in Supermarkets 
Of major significance are the reasons why some 
consumers do not purchase in a supermarket; for those reasons 
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may give clues to the methods which efficient merchandis-
ing should use. 
1 Lack of personal attention 
Many con'sumers , especially those with good incomes, 
will not buy in any outlet in 'which they do not receive 
individua l and apparently selective service . They enjoy 
being addressed by name, if they are regular customers, and 
being waited upon in a personal, polite manner. There is 
no substitute for individual ·attention . 
2 Aversion to waiting in line 
Directly related to personal attention is the 
dislike that many people feel for waiting in line . This 
dislike is found generally, but not always, among the 
wealthier patrons. 
3 Less convenient lqcat~on than that of neighborhood store 
In many instances, especially those in which only 
a few purchases were desired, it is considered more conve-
nient by some consumers to obtain their few needs at the 
neigh~prhood stores. In a neighborhood purchase one avoids 
the need o~ a vehicle, the traffic congestion, and the risk 
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of accident. Also neighborhood shopping is often much 
quicker than supermarket shopping. It should be further 
noted that not all famili8S own vehicles; and among those 
that do, the vehicle is not always available when the 
shopping is to be done. 
4 Preference for single payments 
Often payments for purchases which are made in a 
. supermarket must be made in the department in which the 
purchase was made. The consumer, therefore , has the nuisance 
of having to pay separately for separate purchases. This 
inconvenience can often offset some of the purchasing ad-
vantages. 
5 Store congestion 
The supermarket is often overflowing with customers, 
especially during the weekend busy hours. In addition, 
stock boys with their carriages frequently interfere with 
convenient customer movements. Such abundance of activity 
is unattractive to many customers. 
6 Inability to make adequate Qrice comparisons 
Often cOnsumers want to shop around for their mer-
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chandise and to compare prices and quality . Since the super-
market sells only the fast-moving items, there is not al-
ways a varied selection from which the potential customer 
can choose . For this reason many customers are not attract-
ed to supermarkets . 
7 Lack of cr edit 
Because most supermarkets are run on a cash-and-
carry basis with few customer services, many customers, 
especi ally those who like to have charge accounts and to 
pay their bills by the week or the month, dislike to pay 
with each purchase~ Those in tpe Upper income groups 
particularly dislike purchasing in stores from which they 
cannot receive credit. 
8 Lack of delivery or other small services 
The lack of delivery and other small services is 
often responsible for the consumer's dislike for buying in 
supermarkets • Many consumers will not be burdened with the 
small, or at times, large , inconveniences which result from 
the limited service policy of most super markets. 
9 . Othet's 
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In addition, the following self-explanatory rea-
sons have also been given: 
a Picking up dirty or sticky merchandise 
b Finding store carriages with only one 
basket or with a wheel missing 
c Selecting merchandise which is not 
price .. !!13.r ked 
d Being forced to wait in checkout stands 
or service cottnters while clerks are 
busy stocking she~ves 
e Unnecessary talking or horseplay among 
clerks while customers are waiting to 
be served 
f Incorrect, improperly handled change, 
not counted for the patrons 
g Torn or illegible check-out slips 
h Finding stale bread ot other perishable 
m'-' rchandise on shelves in the store 
i Receiving bags of merchandise improper-
ly packed, with butter or other easily 
crushed items at the bottom 
J Being refused items which should be 
in stock 
It should also be noted that with prices as high 
as they are , the customer may by-pass drug purchases in a 
supermarket because of the large amount of the total sale 
and plan a later visit to a neighborhood drug store. 
F Statistical Analzsis of Supermarket Drug Operations. 
The following tables are included to present 
factual evidence of the dynamic expansion of the quantity 
of drug products that are being sold in food stores. 
1 Distribution of ma.lor drug, commodities 
in food stores 
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These figures are included to indicate 
that drug distribution has progressed much · 
faster than many realized. Tooth paste, san-
itary napkins, shampoos and many other commod-
ities have distribution equal to or better than 
many food products. This list represents in 
a general sense the basic drug and toiletry 
commodities now widely handled by leading 
food stores. Naturally, some store.s carry 
additional commodities, b~t these are the fast 
sellers, the products tha t have already earned 
a place in the food store inventory.* 
2 Development of drug distribution in food stores 
Food stores began to add drug and toiletry items 
i n earnest about 12 years ago. At that time there were 
few drug departments as we know them today, for in most 
stores the drug and toiletry line consisted of only a few 
items . S ince then, the growth in stores handling drugs 
and toiletries has come on with a rush . Not only has the 
number of stores handling these products more than doubled , 
as is shown above, but the number of items carri~d in stores 
has also increased by leaps and bounds. Never before in 
the history of American food stores has a nonfood line 
been adopted so quickly, so smoothly and so successfully. 
l 
3 Gross profit from drug products 
There is no exaggeration in the state-
ment that drugs are the most important new 
if- 33 p.;l3 
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line since 11 gr.ocery" stores added meats and 
produce. Of total store dollar margin 
(gross profit dollars) a well-stocked, well-
maintained drug depa~tment now contributes 
about 4%, considerably more than most com-
modities in the regular tood line. In fact, 
drugs are exceeded only by meats, produce, 
dairy products, and baked goods as money 
makers.* 
Table No . 3-4 
1J i ~1~_ r·_.: bu ... _ J. "n j_, !~ 19' n:r..:n--,di tie:.:, · 1 !:'' .) ·J (" i. ,. j 
~ of' .Al l a;. of Super- t:fo of Super- , of Small -
Commodity Stores market s ettes er Stor s 
Classification Handling Handling Handlin~ 
-
Handli ne 
Tooth Paste 981o 96'fo 99% 9F$ 
Sanitary Napkins 9f?JI, 99% 9~ 9~ 
Razor Blades 97~ 94'/- 98% 9&f. 
Shampoo 96'{o 99% 96rfo 9')1, 
Shaving Creem 93<f; 96'P 93~ 91~ 
Headache Remedies 93~ 9Cf/., 94~ 94'fo 
Firat Aid Supplies 91% .9h'J; 9~ 91~ 
Laxatives 87% 881- 87~ 8'71-
Tooth Brushes 87'{o f)Cfi, 87'fo 8~ 
Cold, Cough Remedies 85'fo 84~ 85~ 84~ 
Hand Lotion 84~ 9'J1> 84% 8($ 
Hair Tonic 84o/o 96"/o 84~ 7~ 
Tooth Powder 84'{o )14% e6~ 76~ 
Mouth Wash 83~ 93~ 83~ 7~ 
Per sonal Deod.Jrants 81~ 
':J3"' bt::~ {6~, 
After Shave Lotion 7;.% ';)2cp 81}> 7 'C~ 
Baby fowder 7';1/o ~j~ 7Y'jJ 74~ 
Baby Oi l --r Lot ion 75~ )'l'j(· T'f~ 6~ 
Talcum Powder .i5~ ~1~, 74op {o<j.; 
Face Cream 6~~ 8:;.% oo:Yp 62Cl' 
Home Wave 6·r~ 04·' ·~ 6~j, 61~ 
Lini ment 6], 74~ o3~ )c3?o 
Face Powder 571- 77% :;6~ ) v,v 
Nai l Fulish 52~ o·r't ~· 1% 4bjJ 
Nuraill6 Bottles 5C1i 74'1:- 5':tp l <~ 
Foot Care Products . 43'(. 5~ 4 3'fo; :,::);;. 
Sun Tan Loh on 41,; o:-1- 44 - - tf ;)C,., 
s urce: Progressi ve Grocer Survev 1"5? 
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Chart No . 3 .7 
Growth of Drug Distribution in Leading Food Stores 
% of Stores Handling Drugs 
1941 1 37% 
.:..,_ ___ _ 
1946 51% 
1949• 64% 
1950 70% 
1951 85% 
Source: Progressive Grocer Survey, 1952 
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4 Commodities and correspondin& Erofit relationships 
At the present stage of development drug product 
sales in supermarkets represent about two percent of total 
stare sales and about four percent of gross profit.* This 
is an enormous amount when one considers the tremendous 
volume in the food field. 
Since the average markup on food products is 
l n cd d th k d d t if 30 1 cd .. , fO an e average mar up on rug pro uc s 2;o,.,,· 
nearly twice as great, the importance of drugs to food 
stores can be readily re9ognized. 
The foregoing table, No. 3-5 1 showed that the 
four percent of the gross margin obtained from the sales 
of drug products is greater than the percentage of six 
other leading departments. 
It should further be added ,that the drug sales 
per square foot are twice the food store average, and the 
gross profit yield per square foot is four times that of 
the food store average.** 
5 Operating expenses 
Actual operating expense ratios are unobtainable. 
However , they are not necessary for this paper. vVhat is 
~~- 21 p.l3 
*-ll- Ibid. p.l4 
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Table No. 3-5 
Supermarket Commodities and Corresponding Profit Relationships 
Drugs 
Frozen Foods 
Beverages 
Canned Vegetables 
Soaps 
Candy, Gum, Nuts 
Canned Fruits & Juices 
% of Total Store 
Dollar Margin 
Source: Progressive ···Grocer Survey, 1952 
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important in this study is the relationship between the 
food store expenses and the drug store expenses. Obvious -
ly, the supermarket operating expense ratio is much lower 
than drug store operating expense ratio . 
The major reasons for this much lower operating 
expense ratio of supermarkets are these: 
1 self-service, which reduces the amount of 
the payro l l. 
2 efficiency, which is the result of professional 
management and vertical integration. 
3 low rent, which is achieved because most 
supermarkets. are situated not in high rental districts, 
but in outlying areas easily accessible by automobile. 
4 high traffic, large sales volume and rapid 
turnover which distribute expenses over a larger number 
of items • 
G The Supe~market and Fair Trade 
Much of supermarket sales promotion is based 
upon cut-rate prices and 11 loss leading". Naturally such 
methods cannot be employed with Fair Traded items. There 
are many nationally advertised products though, which 
are not Fair Traded and which can be sold cheaply to draw 
customers into stores to expose them to the sight of other 
merchandise . Therefore, because of the higher markup enjoyed 
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on Fair Traded i terns~ 
Fair Trade prices are not only accepted 
but enthusiastically supported by the retail 
food trade. Drug and toiletry margins~ near-
ly double traditional food store margins, are 
the prime reason these products have been 
adopted by food stores. The highly price~ 
competitive conditions in food retailing make 
Fair Trade prices not only desirable, but 
highly necessary now and in the period ahead. 
There is little likelihood that drug and 
toiletry margins will be cut by food stores.* 
H SUMMARY 
The supermarket, a young, gro.ving and apparently 
permanent institution in our economy is obtaining a tre~ 
mendous sales volume in non-food lines, the most impor" 
tant of these lines being health and beauty aids. Because 
the supermarket employs professional management, utilizes 
vertical integration, and is for the most part self-ser-
vice, its efficiency is high and its operating expenses 
are low. The drug products which it handles are all 
selected, ~astmovers; it can sell these drug products 
with far more efficiency than can the average drug store, 
which by its very nature must also carry sl.ow moving items. 
In addition the supermarket experiences no difficulty in 
purchasing its drug produets and in many instances has an 
advantage over the . aver age drug store ·.: which must often buy 
* 21 p.6 
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in broken lots or is unable to buy directly from the manu" 
facturer . 
The inventory of drug products in food stores is 
definitely expanding and is nowhere ~ear its potential 
limit. In future years it can reasonable be expected that 
the drug sales volume in food stores will be greater than 
it is today, This increase in sales volume will be at the 
expense of drug store sales, except for that portion of 
the increase which results from the normal popuiation 
growth. . ~rhe small drug store will then be in a more 
competitively dangerous position than it is today; for if 
it loses t oo much of its staple drug product sales volume 
and is unable to sufficiently increase its prescription 
department sales volume, it will be forced into carrying 
new addit i onal lines Which might cause it to lose its 
identity as a dr~g store; or it wil l be driven out of busi• 
ness because of its inability to operate at an adequate 
profit. 
CHAPTER IV 
THE! RETAIL DRUGGIST'S COMPETITIVE POSITION 
A The Problem 
107 
The retail duggist is faced with these major 
problems: 
1 Coping with.a growing loss of sales volLune 
of traditional drug store i terns which have gone over to the 
supermarket 
2 ·Adapting his merchandising methods to chang~ 
ing consumer buying habits 
3 Avoiding the dependence upon state and federal 
legislation for protection against cut-price competition 
4 Relying upon drug product manufacturers for 
invoking this legislation 
We must realize, however, that the low operating 
expenses of the supermarket are increasing. Origina~ly 
the supermarket operated solely on a cash-and-carry basis. 
As the number of supermarkets increased, competition was 
directed to factors other than price. Expensive fixtures 
were introduced to trade-up; and small customer conveniences 
were offered. In the present stage of development services 
such as those of bus boys to carry the purchases of the 
customers to their automobiles, of clerks to select mer• 
chandise for those customers who object to hunting, and of 
free delivery are being offered in many supermarkets to 
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entice consumers into buying in those stores. It is only 
a matter of time and further deve l opment when additional 
services, such as credit and telephone orders, will also 
be popularly offered to attract customers.~~- In 1952 the 
following services to customers were found being offered 
often enough to be included in a report of a national 
supermarket survey:** 
a Check cashing 
b Recipe distribution 
c Playing of music for shopping pleasure 
d Cooking schools 
e Installation of bundle pick-up stations 
The important realization that is to be derived 
from this is that the low operating expenses of the super-
market will rise as more and more services are offered to 
its customers. But the drug store cannot hope to lower 
its expenses even to the increased operating expenses 
which will face the supermarket. 'What 1 then, is its 
course of action? 
The following table shows the great sales volume 
of drug products which has transferred from the drug store 
to the supermarket. 
* , . 31 p.25-32 
-lEo* 20 p.21 
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Summary 011952 Sales Of Drug Store Products 
~:,:~- --- s 11 en~' "'~ -l-- -- ~- : ~~u~ --~;~~·9~? ~~~m~;-
S;>ending in Drug I % uf Stnre to --· ·-----~--- --
-------~::~ :: __ ------- __ _J~,~:, __ - --~---,-~~~~--- 1-s~~~~~- -- ~~~-~ - ~- ~~~~~~-
Dr~!:~ription - . . . . . . . . . . . S '' ·'·.'i.OOO S SL'.OIH J I 2ll . 12 I <) !; 9 . 2 I tl.2 
P ackaged Medi c•atiutl ___ •J S.l,:~ ·---~~ (~ ~-~ 71 3 . 0 , 2 . 1 
Sub-totn l ·· ···· ···.! su:JX.C)C)() S I.S2 S.II.' Il 'I 17 . 12 -- -.-.-.1~~-.. -.-:-:-
D iiplif'at.inn ·fl 'J . .'\111) ~lii ,()(J II Ill 12 . ... . ... 1 . .. . . .. 
St · n -TrJTAI.FORI'RE,;c ln i ' TIO:o;~. / -- - ·--- · ---- - - - ,----- , -- --~-----~·-----
PACK.\ (; En \!Eili<' .\TI"' · · ·' Sl, .l 'l'l ,-l'Jfl $1 , 11 t:.ll.~!J 
1 
1/.(,() SO -\..6 -\..-\. 
HealthandBeauty : ---- . -· - - ----~--- --~ - ------ - --:---- -
T'resc-rit•'; , ., :\ r ,·c:'"<H i•· S 12(>.1>10 S 6!J.t'l0 I I -l() -!8 6 . () I 8 .'l 
First.:\i ' · ::: :, 122. 11!11) s~~,()()i) : 1 1:-l I 7.) 12.0 6.7 
Foot !>; .,.~ ~1 .9f: O 2-l .tlhll j .. 'iCJ . 56 7'> 7 . () 
\' <:>tf!:·ina· --. . .. . . .. . .... . j J.'i<J, SOO 5-lJ>0\1 i . 35 I 3-\. 2. 1 -\. . 3 
Hom eS:II1iL:lliun. 1.11,06() 3-l'J'JD .1<!> 2/ .'i.2 ·-3. 2 
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B Possible Methods of Alleviating the Condition 
1 Retailing education 
The pharmacist, by the necessity of his ex-
tensive professional training, is not generally well 
trained in adequate marketing processes and methods. It 
is only pi•oper that the major portion of his formal educa-
tion be devoted to pharmaceutical and closely allied sub-
jects. The average retail pharmacist therefore knows 
little about modern merchandising methods. It should be 
noted that during the past few decades many independent 
drug stares have ~dopted modern merchandising methods; 
but although their number is increasing, they are still 
in a great minority.) 
From a practical point of view it is very diffi-
cult to convince a retailer who is making a profit that he 
does not know the best manner of conducting his own busi-
ness. But most established druggists do not. It is im-
practical to expect them to go back to school; it is even 
more impractical to convince thel}l that they need to. Never-
theless the root of any improvements which they may adopt 
in their methods of merchandising must lie in a greater 
knowledge and a better understanding of marketing principles. 
These improvements may come from education. Therefore it 
would appear that proper voluntary exposure to pertinent 
data in the form of books, publications, lectures, refresher 
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courses, or worthwhile advice would do much toward giving 
the retail pharmacist, a professional man by education, 
a better understanding of marketing methods and their 
applications that he may Qecome a better business man by 
necessity. 
With greater understanding of merchandising he. 
c~~ make more tangible improvements: 
2 Reduction of OEerating expenses 
It costs money to be inefficient . The retail 
drug store is inefficient by the very nature of its busi-
ness. Items must be stocked that have a very low turnover; 
inventory stock must be ordered almost daily; one man must 
do many jobs; services must be rendered; there can be no 
set routine except for simple chores . Nevertheless some 
efficiencies can be introduced: 
a Relocation of com2ounding ingredients. 
The mere relocation of the most popular prescrip• 
tion item2 in order that tbe :compounding pharmacist can 
reach them readily and quickly will often reduce the time 
nec.essary for the compounding of many prescriptions; and · 
hence more prescriptions may be prepared than were previous~ 
ly prepared in any given time . But once an efficient place-
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ment for popular prescription ingredients is established, 
it should not necessarily become permanent . It is in this 
that many pharmacists fail. They set up convenient loca-
tions for their stock when they go into business, and ten 
years later similar stock is kept in the same places in 
order that; they may still be obt ained quickly and with a 
minimum of possible error. Fast-moving ingredients can be 
kept apart in verY·· convenient locations; and as the popular-
ity among the fast-moving drug preparat ions changes with 
the introduction of new products and changing physician.: 
preferences, so should the stock in this group also be 
changed so that at all times a maximum of drug placement 
utility can be maintained. Frequency of use should be a 
prime factor in establishing locations for medicinals. 
This alone can do much to lower hand~ing costs. 
b Self-service 
The introduction of self -service in a drug store 
is of major importance. In general , self-service eliminates 
some of the duties of the sales personnel and may reduce 
their required number. It will increase sales and also 
stock turnover. But it must be noted, :. though, that it 
necessitates a larger investment and a greater inventory. 
In a drug store there is an additional consideration: pro-
fess ionalism. One of the constant problems that confront a 
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retail pharmacist is that of being a professional retailer. 
Self-service is far from professional; but if. customers 
show a preference for certain methods of purchasing, such 
as self-service , as they often have, their desires must be 
complied with. The customer must be given what he or she 
wants. Obviously, then, self-service should be installed 
in retail drug stores. The further problem exists: to 
what extent, degree, and size can a self-service depart-
ment be used in a drug store and still have the store 
considered a drug store, and which of the many thousands 
of items carried should be included in the self-service 
department? The final decisions depend on many consid-
erations, among which are legal statutes, size of store, 
department sales volume, class of customers, competition, 
store location, and store policies. But it should be 
pointed· out that self-service to some extent should be used 
in most retail drug stores as a means both of reducing 
operating expenses and of catering to the customers' desire 
for selection; and the actual degree to w.hich it is used 
requires a complete evaluation of all influenced and in-
fluencing factors. 
c Elimination of personal service 
< 
Eliminating services will reduce operating expenses, 
but it may do so at great sacrifices. Some of the major 
( 
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reasons for drug store purchasing are directly related to 
the normal , extra services which are offered; and any attempt 
to scrimp on expenses by eliminating these services may 
lead to disastrous merchandising results. This does not 
mean that some services cannot be eliminated or changed 
but that if they are~ they must be done with caution. It 
should be emphasized that there is more involved than the 
dollar saving of eliminated services since these services 
directly effect good will, a consideration which is most 
important to the drug store. 
d Other methods of reduction 
The adoption of systems and routines whenever ru1d 
wherever possible with efficiency as their objective will 
often lead to a saving of much time for the performer can 
be translated into dollars for the druggist-proprietor. 
3 Reduction of operating costs 
It may be possible for the retail druggist to re-
duce his operating costs by cooperative buying, but it may 
not be advisable. Before coming to a decision whether or 
not to buy cooperatively the complete effects upon the reg" 
ular drug wholesalers must be taken into consideration. The 
services which the wholesalers render may be worth far more 
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than the amount of the savings in the cost of goods. But 
cooperative buying should not be overlooked . 
4 Proper merchandise selection and store arrangement 
Most. drug stores do not promote the items which 
would sell best in their communities. Obviously the · druggist 
cannot cai•ry everything that is available to him and often 
his choice of which lines to sell is influenced by a smooth-
talking salesman or an initial purchase "deal" • . In many 
oases the most profitable lines are completely overlooked . 
The retail druggist must constantly adapt his non- profession-
al merchandise to changing consumer preferences and de-
sires and at all times keep up with the latest improvements 
and innovations . 
In many stores it is advisable to promote a surgi-
cal and sickroom supplies department . Full advantage of 
this department is not realized by the majority of drug 
stores. Such a department not only receives a minimum of 
competition from food stores, invites physicians into 
patronizing the store, requires little attention as compared 
with other departments, and has an excellent mark~up, but 
also does much to give prestige to the store and to trade-
up its entire professional reputation. 
Also to be considered are the setting up of depart-
ments which have not until recent years been very commonly 
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found in drug stores, but which have appeared in many stores 
with great success. Kitchenware, glassware, small household 
appliances , and hardware are only a few of these depart-
ments . The establishment of such departments is not ad-
vised for drug stores; but often, as a result of super-
market influences , particular locat ion, and one-stop 
shopping habits, the introduction of such departments may 
have a very favorable effect upon the sales volume of some 
retail drug stores. The possibility of establishing new 
departments or substitute departments , should, therefore, 
be considered. 
5 Modern fixtures 
It should be evident that since the consumer is 
exposed and is fast becoming accustomed to the most modern 
of equipment in his purchasing outlets, if the average re-
tail drug store is to keep pace with modern consumer. market-
ing methods, it, too, must present a modern appearance. Too 
m~ny drug stores are functioning from behind what were once 
professional-appearing fixtures. 
6 Distributors' private brands 
In many stores it may be advantageous to sell 
private brands. This thesis need not discuss the relative 
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advantages and disadvantages of· private brands since they 
can be f01md in any elementary marketing textbook. It mere-
ly wishes to point out that a private brand which enjoys a 
good community reputation can very often be more profitable 
and prest i ge -earning than national l y advertised brands which 
are available to the consumer in various outlets; ~~d it 
might prove a valuable weapon against supermarket competi-
tion. The private brands may be manufactured by the phar-
macist, slnce by his very training he is a specialized 
prescription manufacturer, or they may be obtained from 
actual manufacturers. Obviously, to a druggist the most 
desirable private brands would be in the proprietary or 
cosmetic lines • 
7 Exclusive agencies 
At times it may be possible and advantageous for 
the retail druggist to Obtain an exclusive agency of some 
drug product or cosmetic line. If the line is distinctive, 
c.an be expanded, and either has developed or can develop 
a large consumer following, its profit potentialities are 
very great. In addition to direct consumer sales it may 
also become a profitable wholesaling business to other re-
tail druggists. Like the previous alternative it is merely 
a possibility to be weighed and evaluated, and not over-
looked. 
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8 Personal recognition 
As has been previously shown, friendly personal 
attention and services are the m~jor reasons for retail 
drug store patronage. Therefore such services and friend-
liness must not only be maintained but also stressed. More-
over, they must be sincere. 
9 Professionalism 
Herein lies the drug-store's major strength. This 
is the only area in which the drug st9re can receive no 
competition from food stores. It is the basis for the 
greatest potential profit. 
As has been shown the success of the average 
drug store is directly related to the number of prescrip-
tions which are prepared in the drug store; and obvio~sly# 
the greater the professional reputation of the drug store, 
the greater is the number of prescriptions which are brought 
to it to be prepared. And it is even more obvious that 
the greater the percentage of total sales of the prescrip-
tion department, the less will be the effect of promotional 
schemes and methods of competitive merchandising outlets. 
It should suffice , then, merely to point out that all drug 
stores should constantly endeavor to increase their pro-
fessional reputations. 
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C SUMMARY 
Those , then are the major courses which the re-
tail druggist should consider to improve his merchandising 
position; but they offer no true, clear-cut solution. No 
two drug stores are the same; no two locations are the same; 
no two groups of customers are the same. Each druggist 
must make his decisions upon the particular factors which 
are characteristic of his store. And even then there are 
some decisions which he cannot make. 
The supermarket is present ly promoting only 
drug products which are fast-moving and Fair~Traded. This 
creates two policy decisions which may change in the near 
future.: 
1 Will the supermarket continue to promote 
only Fair-Traded drug products? 
2 Will drug product manuf acturers continue to 
invoke Fair Trade? 
We shall consider the former question first. 
At pre.sent the supermarket is enjoying no price 
advantage over the drug store in the drug products which tt 
sells . Hence, the consumer saves no money in purchasing 
drug products in supermarkets. Still the supermarket does 
a tremendous business in selling those items. What then would 
be the result if the consumer could actually save money in 
h er supermarket purchases of some popular drug products? 
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To begin with she would immediately assume that practically 
all other drug · products in supermarkets are being sold at 
lower prices . She would then purchase even more of her 
beauty and health needs in supermarkets. Supermarket 
staple drug product sales would rise higher and correspond• 
ing drug store sales would drop lower. 
The supermarket is carrying only Fair-Traded 
items because most nationally advertised brands are Fair-
Traded ~~d because of the 30!% average gross margin on 
Fair-Traded products. But the superma'rket drug depart-
ments are growing. Eventually they will contain all the 
"cream of the drug crop". Vvhat then? Probably when this 
occurs, supermarkets will begin to carry non-Fair-Traded 
items as well and promote them as they do their regular 
lines. The effect which this will have upon the small drug 
store which relies upon drug staples f or i\s greatest 
department sales volume could prove disastrous . 
The latter situation poses an even more interest-
ing question . The final allegiance of most drug manufac-
turers has always been to their ultimate distributors, 
the retail druggists. But now, with such a large, growing 
number of non-drug store retail outlets, wh ich are not only 
carrying, but also promoting and selling drug products, some 
manufacturers may have discovered distributors who can or 
will someday fulfill many of t heir distributive needs .more 
efficiently than drug stores. Let us examine this possibility 
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more closely. Vfuen the c onsumer now buys drug products in 
the self- service section of a supermarket, she sees various 
brands, sizes, and prices of similar items side by side; 
and she makes a choice. Assuming that the manufacturers 
have done all they can to make the sizes and colors of 
their packages as convenient and attractive to the con-
sumer as possible, the manufacturer is then faced with the 
problem of how to maintain a consumer demand for his pro-
duct, as against his competitors', in order that he may 
obtain an increasing sales volume so that his mass-pro-
ducing plants can operate at optimum capacity and his in-
ventories will keep moving . He will, because of improving 
methods of mass production and product standardization, 
then desire to compete on a price basis . The margin of 30i% 
for a retail drug store is not necessary for a supermarket. 
The manufacturer will become strongly tempted either to 
lower his Fair Trade prices or to remove them altogether . 
Hence, the manufacturer may actually consider it to be 
more profi t able in the long run for him to remove his cloak 
of protection from over the drug store. The drug store, 
because it is unable to equal the low operating expenses 
of the supermarket, will also be unable to equal its low 
selling prices . The drug store would be caught in a price 
squeeze for which there can be no solution • . Overnight the 
merchandising drug stores would fail; and the only survivors 
would be t he professional stores . The trend of the entire 
122 
retail drug indus try would then r evert toward the original, 
professional apothecary shop . 
CHAPTER V 
CONCLUSIONS 
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The tremendous impact of self-service, of auto-
mobile availability, and of the desire to 11 shop under one 
roof" has revolutionized consumer -buying habits in the past 
few decades . The retail druggist, who has been firmly en-
trenched in what were once satisfactory marketing techniques, 
has suddenly found many of his merchandising methods al-
most obsolete and ineffective. He has lost a large volume 
of sales to the supermarket and to other retail outlets, 
and he is .faced with losing even more. How then is he to 
cope wit h the efficient technique or modern merchandising 
and the recent changes in consumer buying habits? In 
answering t his question we must ask two more: Can self-
service in drug stores be organized on an economical basis 
backed up by a dependable prescription department1 Can the 
retail druggist continue to give consumers adequate reasons 
for preferring to purchase traditional drug store items in 
the drug store? 
The retail druggist may take the stand that he is 
fundamentally in the prescription business and that he shculd 
serve his community on that basis rather than try to compete 
with mass merchandising retail outlets. If he follows 
this course he will eventually cease to carry most items 
whi ch are sold in a supermarket and he will refuse to trans-
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form any portion of his store to s elf-service, for he will 
feel that a movement in this direct ion will destroy the 
very bac kb one of the co1nmunity acceptance of his store. 
As a de fense of a professional standing there is no flaw 
in this argument; but with a financial perspective in view, 
this courEt e could not prove favorable. The · average retail 
drug stores cannot survive on a strictly professional 
level; and if they were to try, their number would gradually 
lessen. Moreover, drug product manufacturers would be com-
pelled to distribute more and more items through the super-
markets, and the plight of the present-day drug store would 
be c a t as trophic. 
The retailing druggist might reorganize his store 
on a self-service basis, except for the prescription depart-
ment, eliminating all types of merchandise which is not 
self-serviceable in an effort to cater to the consumers' 
desire for self-selection. If he follows this course, the 
prescription department will eventually become a "cubby 
hole 11 1 and the drug store will lose all reasons for connnuni -
ty preference and professional standing . The retail druggist 
would then become a mass merchandiser; and in his attempt 
to sell only fast-moving items his store would soon stock 
a conglomeration of widely diversified .and unassociated 
merchandise. His store would no longer be a drug store, 
but a self-service shopping center with a prescription depart-
ment; and since his store is not large enough for truly pro-
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fessional management or vertical integration , he would find 
that his operating expenses would be greater than those of 
the supermarket . And since he cannot expect to sell his 
merchandis e at higher prices, he would be caught in a 
profit squeeze . The druggist can copy self- service methods, 
but he ca never enjoy so large a consumer traffic as is 
enjoyed by supermarkets; hence, his marketing position would 
also be disastrous . 
The average retail druggist should seek the happy 
medium through the alternatives described . He should re-
tain in the drug store the position of the prescription 
department as the very heart of his business; he should hold 
on to miscellaneous items in cosmetics and proprietaries 
that have become , in the public mind, drug store items, 
products t hat they like to buy in a pharmacy; he should in-
stall a self- ser vice section with enough variety to capture 
public appeal , and he should continue to offer personalized , 
friendly service . Above all he should stress his profession-
alism. Modified self - service drug stores are here at no 
loss to their reputation as health centers retaining community 
prestige . 
A great hazard lies in doing nothing about food 
store competition, and as a result , of dying without a 
struggle . A greater danger lies in total conversion to 
self- service and mass - promotional methods . 
The retail drug store is under no major immediate 
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competitive threat if it acts wisely and professionally. 
Its most f avorable prognosis depends upon planned organi-
zation. 
CHAPTER VI 
APPENDIX 
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The following table is inserted to justify the 
use of the results of Drug Topics' Survey which have .been 
used at various intervals throughout this thesis . Because 
the actual number of persons interviewed was not large, it 
is absolutely essential that the population distribution of 
those interviewed be shown to be very closely related to the 
actual population distribution of the United States . 
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Table No . 6-1 
Distribution of Persons Interviewed in Drug Topics Survey 
Compared to u. s . Population 
CLASSIFICATION 
East 
Midwest 
South 
West; 
21-29 
30- 44 
45 or over 
Women 
21- 29 
30- 44 
45 or over 
Farms 
Towns '·under 2 , 500 
2 , 500-25 ,000 
25 , 000-100,000 
100,000- 500,000 
500 1 000 or over 
Socio- economic status: 
Wealth ) 
) High 
Average plus) 
Average ) 
) Medium 
Poor plus) 
) 
Poor ) Low 
Persons 
Interviewed 
49% 
12.% 
17.% 
20% 
51% 
13% 
17.% 
21% 
u. s . 
Population 
30% 
29% 
28% 
13% 
49% 
11% 
17% 
21% 
51% 
11% 
17% 
23% 
16% 
25% 
17% 
12% 
12.% 
18% 
3% 
13% 
31% 
18% 
35.% 
Source: Drug Topics Survey of Consumer Buying Habits, 1951 
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